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It’s hardly enough to be recognized as one of 
the largest and strongest title insurance com- 
panies in the world. 



































The yardstick of true leadership demands that 
we be just as big in service as we are in size. 





Big in even the so-called little things! 


Powerful in resources, of course. Deeply rooted 
in sound traditions, yes. Sensitive to modern 
advancements, naturally. Policy-wise, promis- 
ing a broad interpretation of claims, to be sure. 








Pe 


’ 


A ECE AE ORANG 8 I Be 


Yet—always abounding in an atmosphere of 
personal friendliness, no matter when, or what 
office you visit. We cordially invite you to 
enjoy this full scope of title service. 
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™ Title Insurance Since 1876... Assets In Excess Of $9,500,000 
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Main Office: 1510 Walnut Street, Philadelphia 2 . . . Telephone: WAinut 3-0400 


WILLIAM M. WEST JOHN B. WALTZ LAWRENCE R. ZERFING 
Chairman of the Board ° President Executive Vice President 


TITLE INSURANCE IN DELAWARE, CONNECTICUT, FLORIDA, LOUISIANA, MARYLAND, MASSACHUSETTS, NEBRASKA, NEW JERSEY, OHIO, PENNSYLVANIA, VIRGINIA, WEST VIRGINIA 
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Greater Philadelphia industry makes practically everything— 24 hours 
a day. Including money for PMBA clients! 


Active in 91.3% of all classified industries, this ““Workshop of the World”’ 
has become both a mecca of new industry and a quality mortgage market. 
Capital investments the past 8 years exceed $8-billion ... with $10- 
billion more slated by 1962. 

Add to this the $200-million which Philadelphia utilities spend annually 


for future industrial expansion ...local manufacturers’ $2.3-billion 
capital expenditures since 1952... the city’s billion-dollar program for 
redevelopment, highways, sewerage and water systems... plus the 


steady rise in real estate values the past 15 years, thus enriching any 
lender’s security. 

Contact us now for details on how you, too, can capitalize on Phila- 
delphia’s wealth of sound, lucrative investment opportunities. They’re 
yours for the asking—without obligation. 


More Lending is Most Logieal in Philadelphia 
PHILADELPHIA MORTGAGE BANKERS ASSOCIATION | 


914 PHILADELPHIA NATIONAL BANK BUILDING e PHILADELPHIA 7, PA. 
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Now over 92% of 





California property owners ale 
can get fast, dependable | | /\ 
title protection for their a | 


property with just / 











NEW KIND OF FASTER TITLE SERVICE NOW AVAILABLE IN 31 CALIFORNIA COUNTIES! 


Now, when you want title service in any of the 31 counties 
served by Title Insurance and Trust Company, its subsidiaries 
and affiliate companies, simply call the title company in your 
county and place your order 

The experienced title specialist there will handle the whole 
transaction for you...get it started faster, closed sooner 
Take advantage of this new, streamlined service. It's provided 
at no extra cost by T.I.—the company with America’s largest 
staff of title experts, complete land records in every county 
it serves, and over 66 years of title experience 


TITLE INSURANCE AND TRUST COMPANY... serving Inyo, Kern, 
Los Angeles, Mono, Orange, San Luis Obispo, Santa Barbara, 


Tulare and Ventura counties 

CALIFORNIA PACIFIC TITLE INSURANCE COMPANY DIVISION... 
serving Alameda, Contra Costa, Fresno, Marin, Monterey 
(Monterey County Title Company), Sacramento, San Fran 


cisco, San Joaquin, San Mateo, Santa Clara, Santa Cruz, 
Sonoma (Sonoma County Land Title Company) counties. 


THE MORTGAGE BANKER + November 1960 


PIONEER TITLE INSURANCE COMPANY... serving Imperial, 
Riverside and San Bernardino counties. 

UNION TITLE INSURANCE COMPANY... serving San Diego county. 
AFFILIATE COMPANIES... Northern California Title Company 
serving Calaveras county, Glenn county, Siskiyou county and 
Tehama county; Mid-Valley Title and Escrow Company serv- 
ing Butte county; North Valley Title and Escrow Company 
serving Shasta county. 


Assets over 





Title Insurance and Trust Company 


Title Insurance and Trust Company operates through branches, offiliates and sub- 
sidiories in 3! California counties, and through other subsidiary companies, offers 
complete title service throughout the stotes of Nevada, Oregon, and Washington. 
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MBA CALENDAR 


1960 


December 4-10, Case-Study Semi- 
nar on Income Property Financing, 
Michigan State University, East Lan- 
sing, Michigan 


President Tharpe’s Engagements 


October 18, Charlotte MBA, in 
Charlotte, N. C. 

October 20, Combined Meeting, 
Columbus, Cincinnati and Dayton 
MBAs, in Dayton 

November 15, Annual Convention, 
United States Savings and Loan 
League, in Miami Beach 

November 17, Annual Convention, 
National Association of Real Estate 
Boards, in Dallas 


1961 


February 20-21, Midwestern Mort- 
gage Conference, Conrad Hilton Ho- 
tel, Chicago 

April 10-11, Southern Mortgage 
Conference, Dinkler-Plaza Hotel, At- 
lanta 

April 20-21, Mortgage Servicing 
Clinic, Olympic Hotel, Seattle 

May 18-19, Eastern Mortgage Con- 
ference, Queen Elizabeth Hotel, 
Montreal, Canada 

September 11-14, Electronic Servic- 
ing Convention, Statler Hilton Hotel, 
Detroit 

October 30-November 2, 48th An- 
nual Convention, Americana Hotel, 
Miami Beach, Florida 


And looking ahead- 
1962 


February 19-20, Midwestern Mort- 
gage Conference, Chase-Park Plaza 
Hotels, St. Louis 

May 14-15, Mortgage Servicing 
Clinic, Arlington Hotel, Hot Springs, 
Ark. 

May 21-22, Eastern Mortgage Con- 
ference, Waldorf-Astoria Hotel, New 
York 

July 19-21, Western Mortgage Con- 
ference, Olympic Hotel, Seattle 

October 1-4, 49th Annual Conven- 
tion, Conrad Hilton Hotel, Chicago 
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N financial circles money is defined by various descrip- 
tive adjectives. There is tight money, sound money, 
easy money, dead money—and so on. But money in orbit— 
funds profitably invested and safely protected is the 
banker’s prime monetary concern. 

When this investment takes the form of real 
estate financing, ‘safely protected” is likely to include the 


security provided by a TG title insurance policy. 


THE TITLE GUARANTEE 
Wp company 


CHARTERED IN NEW YORK STATE IN 18863 





HEAD OFFICE... 176 BROADWAY, NEW YORK 88, N. Y., WOrth 4-1000 


Title Insurance throughout the states of New York, New Jersey, Connecticut, 
Massachusetts, Maine, New Hampshire, Vermont, Georgia 
and other states through qualified insurers 
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NEW HAVEN 5, CONNECTICUT 


offering complete facilities for the mortgage originator to compete for the 
borrower's insurance dollar. Rated A+ by Alfred M. Best & Company. 








As a member of the Security-Connecticut Group the 
Fire and Casualty Insurance Company of Connecticut 
offers you the following: 


1. FLexisitity of full and deviated rates. 


2. Competitive Commissions, plus a “share of the profits” 
in some areas — based on performance. 


3. PACKAGE CONTRACTS to meet the financial and personal 
requirements of the borrower. 


4. ACCEPTABILITY of a Connecticut stock company to 
investor and borrower alike. 


5. FINANCIAL STRENGTH backed by Security-Connecticut Group 
with assets in excess of 50 million dollars. 


Best of all, you’re in tune with the times. Security-Connecticut 

Group provides a complete facility geared to the requirements , 
of the investor and borrower, featuring installment programs " 
which meet monthly impound requirements when necessary. ; 


Contact P. Warren Smith, President, for full particulars. 


Security-Connecticut Group offers full multiple line facilities which include all 
forms of personal and business insurance including Life * Accident + Fire + 
Casualty * Group * Automobile « Marine + Bonds. 





The 


CRA WRN ST PRLS 


Security - Connecticut 


om REE ee ee 


Security Insurance Co any of New Haven 
Connecticut Indemni mpany 





Insurance Group “security 1s. Founders’ Insurance Company 
New Haven 5, Connecticut OUR PRODUCT . Fire & Casualty Insurance Company of Connecticut 
Security-Connecticut Life Insurance Company 
eee 
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0m Just Look at This 





This sure beats all. Last Christmas someone gave 
Santa Claus a subscription to The Mortgage Banker 
and he plopped himself down in that easy chair and 
Okay, 


Santa, but don’t forget there’s another Christmas com- 


has been reading his head off ever since. 
ing up pretty soon so you had better get with it. Any- 


way, Santa, there are other things in life besides 


reading The Mortgage Banker. 


Maybe you would like to follow the lead of whoever 


it was that sent Santa his subscription and send some 
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out this Christmas as gifts. The price is $4 a year or 
$10 for three years. An attractive Christmas gift card 
will be sent to those for whom you enter subscriptions 
showing that it comes with your compliments. Business 
contacts such as builders, attorneys, staff members, bank- 
ers, and investors are some you might consider. Just 
write Circulation Department, The Mortgage Banker, 
111 West Washington Street, Chicago 2, giving names, 
addresses, noting for how long and enclose your check. 
But don’t subscribe for Mr. Claus—someone else has 
already renewed his. 








A BILLION DOLLAR PENSION FUND MORTGAGE MARKET 


Pension Fund Investment Reports now available on the 500 LARGEST U. S. INDUSTRIAL CORPORA- 
TIONS, as mentioned in FORTUNE that are Self-Managed or Pension Fund and Company-Managed or 
Pension Fund and Bank-Managed (But not insured). 

Each report will provide the information tabulated below. ($5 million and up.) 





ABBOTT LABORATORIES ANNUITY ARMCO STEEL CORPORATION 
RETIREMENT TRUST Middletown, Ohio 

1400 Sheridan Road Administrator: R. S. Gruver 

North Chicago, Illinois Vice President 

Administrator: Administrative Retirement a 
Committee, Members: Total Fund Reserve .... . . . «+ $72,332,108 
E. A. Ravenscroft 
Hugh D. Robinson 
N. A. Hansen 
Robert V. Jaros 
Robert S. Frye 


George R. Pari 
Non-Gvt. Secs. eee $16,131,656.56 
Total Fund Reserve ... . . . . $17,151,117.42 

















Easy to read, Typewritten in Directory Form, legal back bound—costs only $500 for the 500 Industrial Pension Fund 


: THESE BOOKS 


are for local advertising as well as to build good will by sending one to Loan Officers of Pension Funds, 
Insurance Companies, Unions, etc. 
|. Pro-rata Book 
2. Mortgage Loan Monthly Payment Calculator 
(Conventional & F. H. A.) 
3. Dividend, Interest and Commission Calculator 
(from '/4°%/, to 10°, by days, months & years) 
4. The Home Owner's Tax Guide 
5. Farm-Ranch Calculator 
6. Your Hourly Wage Computer 
(Complete for Contractors and Builders) 
Your choice of these good-will builders will be personalized by being published 
over your name. Volume prices quoted. 


Order Today from 


NEW YORK LEGAL EXCHANGE, INC. 


Established 1927 
550 Fifth Ave. New York 36, N. Y. 





Another Active Pension Fund Mortgage Market 


200 OF THE LARGEST STATE AND LOCAL GOVERNMENT PENSION FUND (Self Managed) 
INVESTMENT REPORTS, consisting of STATE—MUNICIPAL—TEACHERS, etc. 


Each report will provide the information tabulated below. 











TEACHERS PENSION AND ANNUITY FUND WISCONSIN RETIREMENT FUND 

State of New Jersey 117% Monona Avenue 

137 E. State Street Madison, Wisc. 

Trenton, N. J. F. N. MacMillin, Executive Director 

George M. Dare, Chairman, Bd. of Trustees 43,142 employees 

John Kervick, Member Bd. of Trustees and State Treasurer Real Estate Loams...... . . . $11,477,836 
48,000 (approx.) employees City Property Loams . ...... . «. + $39,035 
Pe + ace oe he ek oe me $16,397,531 Noa-Gvwe Secs. . . ... + « « © | 69K 3S7,500 
Non-Gvt. Secs. . . . ... . . . - $199,988,000 en en. 6. eee ee SO 
eee ee 4 x 4, ee Re gp le 

















Typewritten in Directory Form—Costs only $200 for the 200 largest STATE AND LOCAL GOVERNMENT PENSION 
INVESTMENT REPORTS. Order today from 


NEW YORK LEGAL EXCHANGE, INC. 


Established 1927 
550 Fifth Ave. New York 36, N. Y. 


“NON-GOVERNMENT SECURITIES" means corporate stocks, bonds, and mortgages. 
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ONE OF A SERIES OF ADVERTISEMENTS DEPICTING THE BEAUTY OF OUR FLORIDA COMMUNITIES 





The Florida lawyers’ organization 


for guaranteeing titles to real estate. 


Lawyers 
Title Guaranry 
Fund 





Qualified with and supervised by the 


Insurance Commissioner of Florida. 


A typical canal scene in Fort Lauderdale, 
‘The Venice of America” 


Operating only in Florida, Lawyers’ Title Guaranty 
Fund is the /awyer owned and managed title under- 
writer through which Florida /awyers can supply 


closing services and title protection to their clients. 


Lawyers’ 
Title Guaranty Fund 


(The Fund) 


P. O. Box 2671 Office at 22 E. Gore Ave. Orlando, Florida 
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ONE HOME... 


or a thousand 


ONE STORE... 


or a shopping center 





Complete Title Protection for Mortgage Lenders 


Here is the finest title protection for mortgage 
lenders — backed by more than a century of experi- 
ence... more than twice the financial strength of 
any other title company insuring titles in the 
Middle West. 


IN ILLINOIS. Chicago Title Insurance Policies are issued 
in 88 cities— throughout the state. Should a claim ever 
arise against the title as insured, Chicago Title and Trust 
Company takes over its defense, in court if necessary; 
assumes all litigation costs; promptly pays any loss. 


IN 13 STATES. Chicago Title and Trust Company’s sub- 
sidiaries issue title insurance policies in Alabama, 
Arkansas, Florida, Georgia, Illinois, Indiana, Kansas, 
Louisiana, Mississippi, Missouri, Nebraska, Oklahoma, 
West Virginia. 


THROUGHOUT THE U.S. On property in all sections of 
the country, Chicago Title and Trust Company will pro- 
vide reinsurance on the major part of the risk. Also 
available: our national referral service, through which 
we recommend a local title company known to be well 
qualified to serve you. 


If you have a question about title insurance or reinsurance 
anywhere in the nation, we invite you to write 


Chicago Title and Trust Company 


111 WEST WASHINGTON STREET, CHICAGO 2, ILLINOIS 


TITLE INSURANCE CORPORATION OF ST. LOUIS 
810 Chestnut Street, St. Louis 1, Missouri 


LAKE COUNTY TITLE COMPANY, INC. 
208 S. Main Street, Crown Point, Indiana 


Other Associated Companies, Division and Regional Offices, Agents and Representatives Throughout Illinois 
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Reflections of the World Today in Capsule Comments 





THE PROS AND THE CONS OF 
WHETHER IT IS OR ISN'T 


“The economy,” says Arthur Ros- 
enbaum, economist for Sears Roebuck 
& Co. “has been going through a 
rolling readjustment during the past 
six months. We are now starting to 


edge up rather than top out.” 
+ 


“We will have,” said Ralph Robey, 
National 
Manufacturers, “a 


economic adviser to the 
Association of 
slight upward trend for the balance 
of the year, continuing to sometime 
in 1961, brought about by inventory 
restocking and higher steel output.” 
e 

“If this,” said Martin Gainsbrugh, 
of NYU and the National Industrial 
Conference Board, “is to be called a 
and 
with 


recession, it will be the mildest 


shortest lived since the war, 
less inflation following.” 
7 
“The present economic adjust- 
ment,” said U.S. Steel ‘President 
Roger M. Blough, “will be mild be- 
cause the excesses which have histor- 
ically brought on sharp and violent 
contractions have been notable by 
their absence.” 
e 
“If this” said Bank of 
President S. Clark Beise, 


sion, it’s not a particularly depressed 


America 
“is a reces- 


one. On balance we appear to be in 
a breathing period after substantial 
increases. I believe this is preparatory 
to once again moving ahead. 

You have to expect these waves when 
you have a free economy, but under 
dollar conditions the 
high. It’s 


magnified by fears of 


stable waves 


when they are 
inflation that 
vou get the really violent swings.” 
] 
“The hairshirt economists,” said 
NBC Board Chairman Robert Sarn- 


off “who want to divert more wealth 


are less 


from the private to the public sector 
of the American will 
tighten merely a belt but a noose.” 


economy not 


“The optimism-colored forecasts,” 
said Treasury Secretary Robert W. 
Anderson “in early 1960 by some ob- 
servers have now reversed their opin- 
ions and suggest that the economy is 
now trending downward. It is my 
strong view that the outlook for eco- 
nomic activity in this country is fa- 
vorable, both for the near future and 
for many years ahead.” 

7 

“It is not an easy thing,” said Ray- 
mond J. Saulnier, chairman, Presi- 
dent’s Council of Economic Advisers, 
“to talk an economy into a recession 
and I honestly don’t think it’s going 
to happen to us this time. Yet I must 
concede that the possibility is being 


yut to a very severe test.” 
| 





“We are not,” said Commerce Sec- 
retary Theodore Mueller, “in a re- 
cession and we are not going to be 
in a recession barring any unforeseen 
situations.” 

“This” said Financial Columnist 
Sylvia Porter of the real estate in- 
vestment trust law, “is to be a new 
investment medium with exciting 
possibilities for broadening the real 
estate market and the capacity of 
the little investor to participate in 
ventures normally priced far beyond 
his reach.” 

° 

“Because,” said U.S. Savings and 
Loan League Executive Vice Presi- 
dent Norman Strunk, “we find our- 
selves today at a point where further 
liberalization in terms in both con- 
ventional loans and government- 
backed mortgages produces very lit- 
tle effect on monthly payments, we 
can expect little stimulation of hous- 
ing, through financial arrangements, 
barring a complete change in the 
method by which homes are pur- 
chased.” 





... i$ the result of a two-way profitable tie between mortgage people 
and Paramount. This tie stands firm on a foundation of financial 
strength against which the tides of events beat without effect. 


ARAMOUNT 
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A Department of Pacific Nati 
Member of the Transamerica Insurance Group 


UNDERWRITERS sax reancisce, caur. - 


| Fire! Company 





PA. + CHICAGO, ILL. + ATLANTA, GA. + DALLAS, TEX. 





“Adoption of the new policy,” said 
NAREB President C. Armel Nutter 
regarding sales of FHAs to individ- 
uals, “is the most forward step taken 
by FHA in recent years. This move, 
with the previously-an- 
nounced new FHA trade-in 
program, should be very beneficial to 
the mortgage market and the promo- 
tion of home ownership.” 


together 
house 


. 

“We didn’t expect,” said an un- 
named government housing official 
about the sharp September building 
slump, “this kind of decline, but 
don’t quote me by name. We had 
thought that the recent easing of 
credit would stimulate home building 
because it always worked that way 
in the past. Now it seems that avail- 
ability of credit may no longer be 
an important factor in housing.” 

* 

“I think,” said David Rockefeller, 
vice chairman of Chase Manhattan 
Bank, “we must face the fact that 
any sums likely to be voted into law 
for Federal aid must be regarded as 
seed money. Public funds are not 
available in sufficient quantity. The 
final harvest of urban renewal must 
be determined by private capital in- 
vestment.” 

° 

“It must be realized,” said Dr. 
Randall T. Klemme, vice president, 
Northern Natural Gas Company, 
Omaha, in Appraisal Journal, “that 
with a scant 350 companies planning 
to open major branch installations 
or relocate outside their present areas 
this year, communities are dropping 
the ballyhoo and gimmick campaigns 
which have marked the race for new 
industry in recent years. With 350 
major moves against how many thou- 
sand communities in the United 
States, the chance of an individual 
community acquiring a new industry 
is not very great.” 

° 

“We face,” said Dr. Jules Backman, 
NYU Research Professor of Econom- 
ics, “important and hard economic 
decisions if we are to 
have vigorous economic growth. The 
adverse international balance of pay- 
ments represents a threat to the sta- 
bility of the dollar which must be 
met. An undermining of the position 
of the dollar, nationally or interna- 
tionally, would have adverse conse- 


continue to 


quences upon our economy. I ques- 
tion whether this situation can be met 
solely by programs designed to stimu- 
late our net exports. Since this ‘dol- 
lar gap’ reflects primarily our gener- 
ous foreign aid program, adjustments 
will have to be made in that program 
before they are forced on us. 

“Tax reform is urgently required 
to provide greater incentives for busi- 
ness investment. The key ingredient 
in economic growth is found in new 
investment. Such investment by ex- 
panding our total output will provide 


a much broader base from which to 
recover any tax revenues which may 
be initially lost through tax reform. 

“The battle against inflation must 
continue to be pursued vigorously. 
While the siren song of inflation has 
a short run attractiveness, the long 
run effect is to erode the vitality of 
an economic system. An anti-inflation 
program requires that we keep our 
that the exces- 
avoided, 


fiscal house in order, 
sive creation of credit be 
and that labor costs do not increase 
more than productivity.” 





ONE WALL STREET 


New York ° 
Pittsburgh . 





You Are Invited To Telephone 


For Current Market Information On 


FHA DEBENTURES 
FNMA COMMON STOCK 


Mr. Clarence W. Ostema — New York 


MORTGAGE FINANCE 


Capehart — FHA (all forms) — Conventional 


Commercial — Industrial 


Mr. E. F. Gidley, Jr.— New York 
Mr. Frederick J. Close — New York 


Cuit_ps Securities CORPORATION 


WHITEHALL 4-7100 


A Subsidiary of 
C. F. CHILDS AND COMPANY 


INCORPORATED 


The oldest house in America specializing in 
Government Securities 


Chicago . 


Cleveland ° 


NEW YORK 5, N. Y. 


Boston 
St. Louis 
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The search 


©0es on, 


round the clock . 


‘> 
» 
_ 





At Security Title, the search for better title service goes on all the time. At the new Los Angeles 
plant, for example, records are kept up to date by advanced microfilm techniques. Your Security 
Title Officer has instant access to complete records. You enjoy the highest standards of service 
in all 32 counties where Security Title writes policies. No matter how big or small your “deal” 


—you can depend "SECURITY TET LE 


INSURANCE COMPANY 


Home Office / 3444 Wilshire Boulevard, Los Angeles 
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There Are Few Surprises in 
the Results of the Census 


Central core areas of cities gain little, some 
cities show sharp population declines, the U.S. 
continues to move west—it’s all as expected. 


NEW picture of a growing and 
A changing America, along with 
some of the salient facts and figures 
of the people that have given the na- 
tion its forward drive over the years, 
is beginning to emerge from the data 
gathered in the 1960 Census. 

This is the 18th time in the history 


of the Republic that the mirror has 
been held up to the country and its 
progress through a population count, 
and the results being tabulated are 
providing fresh evidence of the dy- 
namics of a free and democratic so- 
ciety, and of what the American peo- 
ple have been able to accomplish by 


self reliance, enterprise, hard work, 
and thrift. 

Population growth has been a 
fundamental element in the progress 
of the country since its earliest days, 
and the newest figures show the con- 
tinuing force of this factor. The count 
shows an increase of just under 28 
million persons in the population in 
the decade of the Fifties to a total of 
179 million as of April 1 this year. 
This represents by far the largest nu- 
merical increase on record, and the 18 
per cent gain since 1950 was the best 
showing for any decade in 50 years. 

But the composition of the popula- 
tion rise is of even more importance 
than the mere gain in numbers. Of 
particular significance in this respect is 
the above average gain in the young 
groups, children and teen-agers, the 
source of the skills and the leadership 
the country will need in the years 
ahead. The latest figures show that 
this age group now represents close to 
10 per cent of the entire population, 
thanks to the “baby boom” of the 
post-World War II period, as against 
only 34 per cent in 1950. 

The which 


traditional restlessness 








Mortgage Investments are only as secure as their 
titles. The reliable protection of TITLE INSURANCE is a dependable 
safeguard for Mortgage Bankers. Consult the Title Guarantee Company. 


Seventy-six years’ experience. Our services are available to you in: 


Arkansas Georgia North Carolina Utah 
Delaware Louisiana Ohio Virginia 
District of Maryland South Carolina West Virginia 

Columbia Mississippi Tennessee Puerto Rico 
Florida New Mexico Texas 


THE TITLE GUARANTEE COMPANY 
Home Office: TITLE BUILDING + BALTIMORE 2, MARYLAND 
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has long characterized the American 


people continues to be manifest in 
the figures. For example, the trek of 
and the 


metropolitan 


population to the suburbs 


outer fringes of the 


areas accelerated in the last decade, 


with the population in these areas in- 
creasing by 50 per cent in the 1950-60 
period as against 35 per cent in the 
Forties 

By contrast, the population in the 
central cities in metropolitan areas 
of only 8 


as against 


showed an aggregate rise 


per cent in the last decade 
previous 


nearly 14 per cent in the 


period, and a number of the nation’s 
largest cities actually lost population, 
York, Chicago, 
Detroit 


including New 
adelphia, Washington, 
San Francisco. 

Likewise the 
to move westward in keeping with the 
long-term trend. In the 1950-60 pe- 
riod the West scored a population rise 
than double that of any other 
region percentagewise. With a gain of 
just under 5 million in the period, 
California has moved up to within 
challenging distance of New York for 
the crown as the most populous state. 


more 


It Takes a Billion a Week 
to Keep Up Our Payments 


High as taxes are, they're not in the running 


with the charges for debt repayment. 


Canoe 


Vext to food 


and shelter, the biggest charge the people have 


today is repaying the debts they have incurred. 


HE American people have built 
"a a record volume of personal 
debt over recent years to buy homes, 
and other goods, and to satisfy 
individual wants under 
plans, which 


a week in 


cars 
a variety of 
“Buy Now 
now take 


Pay Later” 
a billion dollars 


contractual repayments. 


This figure represents close to a 
sixth of all after 
taxes. It has increased by 30 per cent 
1955 than double 
what it was a decade ago. It involves 
only repayments on installment debt 
and excludes 
other bills 


personal income 


since and is more 


and home mortgages, 
the billions of dollars of 


MORTGAGE FINANCING 


FHA— 
VA— 
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Capehart— 


NATIONWIDE BROKERAGE— 
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“SERVICE IS OUR MOST 
IMPORTANT PRODUCT” 





that people at large incur and repay 
in the routine of day-to-day living, 
such as charge accounts and other 
short-run credit by the 
typical household. 


employed 


Debt payments more 


than income taxes 


Debt repayment today amounts to 
a substantially greater sum than the 
personal tax bill (Federal, 
State and local combined), and next 
to food and shelter expenditures rep- 
resents the biggest single charge on the 


income 


consumer’s pocketbook. 

The annual 
meeting contractual payments on con- 
sumer installment credit, and for 
amortization plus some partial pre- 
payment of home debt, 
reached a record of just under $52 
billion last year. This represented the 
equivalent of 15.4 cents of every dol- 
lar of aggregate disposable personal 
income for the year, a proportion 
nominal 


amount involved in 


mortgage 


has shown only a 


change since 1957. 


which 

The comparable debt repayment 
figure in 1955 was $39.4 billion, equal 
to 14.4 cents of every dollar of that 
year’s disposable personal income. In 
1950 the figure was only $21.8 billion, 
equivalent to 10% cents of every dol- 
lar of the year’s disposable personal 
income. 

This trend reflects the 
personal debt, which for some years 
the fastest-growing 
nation’s debt struc- 
ture. One-to-four family mortgage 
debt and consumer credit combined 
added up to $176.4 billion at the end 
of last year, some two-fifths 
than in 1955 and and 
quarters times the comparable figure 
in 1950. Much of this growth is a 
natural byproduct of an expanding 
population and rising living standards, 
but the inflation of the last two dec- 
ades, in which the dollar lost more 
than half of its buying power, has 
been a significant factor as well. 

Whether—or to what extent- 
ple may have exceeded the limits of 
prudence in their willingness to bor- 
rew and to commit an increasing pro- 


course ol 


has been one of 
segments of the 


greater 


two three- 


pec )- 


portion of their income in advance is 
a moot question. Debt is not a one- 
way street, and that applies to Gov- 
ernment as well as to the average 
household. It is a fact, however, that 
thanks to peak employment and pay 


levels in a growing economy, and to 
the widening margin of income over 
basic necessities and taxes now en- 
joyed by more and more families, the 
overwhelming majority of Americans 
have established an excellent record 
of credit worthiness by meeting thei: 
obligations on time. 


times more 


than in 


Three 
mortgages 1950 
Furthermore, a basic aspect of debt 
repayment is that it adds to owner- 
ship or equities. This is particularly 
true with respect to amortization of 
home mortgage debt which last year 
added up to $7'% billion, half again 
as great as in 1955 and close to three 
times the comparable total in 1950. 
Besides, the figures show that the peo- 


ple at large are continuing to save 


regularly in the more usual forms of 
thrift and have built up a _ record 
backlog of about $300 billion in life 
insurance and other long-term ac- 
cumulated savings of individuals. 
An interesting aspect of the con- 
sumer credit figures is the high level 
attained by installment borrowing in 
relation to the total. In the last few 
years installment debt has represented 
75 per cent or more of all consumer 
credit outstanding as against less than 
70 per cent in 1950. A big push to the 
expansion in installment debt repay- 
ment in the last few years, other than 
debt and 
other big ticket items, has come from 
home modernization and repair loans 
the broad classification of 


incurred on automobiles 


and from 
personal loans covering a range from 
medical vacation and 


travel. 


expenses to 
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No Saturation Point Seems 
Ahead for Shopping Centers 


This “greatest real estate development of the Twentieth 
Century” seems to have no end. With well over 4,000 shopping 
> centers now, no telling how many others are in the planning and 


drawing board stage. 


has been principally responsible 


ind it has been life company money that 


a good shopping center loan is 


still a most attractive investment for these investors. 


[FE insurance funds have been the 
L largest single source of money for 
building the more than 4,000 shop- 
ping centers in the country today and 
the mortgage has been the investment 
medium most prominent in shopping 
center financing 

Life insurance investment in shop- 
ping centers is nearly half of the basic 
capital invested in shopping centers. 

It has sharply increased in the past 
two years and now totals about 
$1,900,000,000, including about $400,- 
000,000 in future commitments. To- 
day’s actual investment of $1,500,000,- 
000 compares with $1,000,000,000 at 
mid-1958. 


It is estimated that about 900 new 
centers are being built throughout the 
country during 1960 (the biggest sin- 
gle year of growth so far) and that 
there will be a total of 4,500 in op- 






eration by the end of the year. This 


total will rise to 10,000 by 1965 o1 


shortly thereafter. 


One of the newest and largest shop- 
ping centers to date is Lloyd Center 
in Portland, Oregon, a $50 million 
“city within a city,” which opened 
August 1. Lloyd Center is located, 
not in the suburbs, but just across the 
Willamette River from downtown 
Portland. It includes 100 stores, office 
space, an ice-skating rink, a 300-room 
hotel, a community auditorium, and 
parking spaces for 8,000 cars. Within 
the center, shoppers walk from store 
to store through enclosed malls. Lloyd 
is expected to serve about 200,000 
families within 20 minutes driving 
distance (via a modern freeway 
system 

Lloyd and other large developments 
like Roosevelt Field at Garden City, 





Ravenwood Shopping Center 
(above), near Baltimore, Md., is typ- 
ical of the more than 3,500 small 


neighborhood shopping centers. 









Lloyd Center (above), across 
Willamette River from downtown 
Portland, Ore., is one of the new- 
est and largest shopping centers. 
It is expected to serve some 200,- 
000 families within 20 minutes 
driving distance. 


Roosevelt Field (right), at Gar- 
den City, L. L, occupies perhaps 
the largest land area of any shop- 
ping center in the United States- 
325 acres of a former airfield. 





16 THE MORTGAGE BANKER + November 1960 


L.I., Detroit's Northland and East- 
land; Old Orchard at Skokie, IIll., and 
Lenox Square near Atlanta are “re- 
gional” centers, which usually include 
from 50 to more than 100 stores of 
every type, built according to an in- 
tegrated plan, nearly always clustered 
around a colorful mall, with one, two 
or even three large department stores 
as the major attractions, and with 
plenty of parking space. 

Less than 100 shopping centers 
throughout the country can be classi- 
fied as “regional,” but their economic 
impact and capital investment are far 
greater than their numbers. 


More than twice as large in num- 
bers but generally less than half as 
large in size are the intermediate 
“community” shopping centers, which 
normally include up to about 50 
stores and serve most routine needs of 
5,000 to 25,000 families within about 
15 minutes driving distance. The 
principal store is frequently a junior 
department or variety store. 

More than 90 per cent of all shop- 
ping centers are small, “neighbor- 
hood” centers, including from three 
to 15 stores and serving from 2,000 to 
5,000 families within about five min- 
utes driving distance. The principal 
store is usually a supermarket. 

The International Council of Shop- 
ping Centers reports that, in recent 
years, the local, independent merchant 
has had an increasingly important and 
successful competitive role. It esti- 
mates that at least 25 per cent of all 
stores in shopping centers are now 
operated by independent merchants. 
In some centers, the figure is 100 per 
cent; there are no chain store tenants 
at all. 

The Council estimates the total 
value of all shopping centers in the 
United States at between $7 and $8- 
billion, split about half-and-half be- 
tween basic capital investment for 
land and buildings (usually provided 
by the developers of the centers) and 
investment in semi-permanent inte- 
rior equipment and fixtures (usually 
provided by the tenants). 

In providing basic development 
capital for shopping centers real 
estate, insurance companies most often 
use the mortgage loan. About 92 per 
cent of the insurance assets invested 
in shopping centers is in the form of 
a mortgage. 







































































mortgage investors 
depend on 
American Title 
for protection and service. 


The continued growth of American Title 
is being made possible by strong, 

sound management and the 

confidence of the people it serves. 

Now expanded to 37 States, 

the District of Columbia, Puerto 

Rico and the Virgin Islands. 
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IN EXCESS OF FIVE MILLION DOLLARS 


Licensed to write Title Insurance in Alabama, Arizona, Arkansas, Colorado, Connecticut, Delaware, Florida, Georgia, Illinois, Indiana, Kansas, Kentucky, Louisiana, 
Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New Jersey, New Mexico, New York, North Carolina, North Dakota, Ohio, 
Oklahoma, South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, District of Columbia, Puerto Rico and Virgin Islands 


THE MORTGAGE BANKER + November 1960 17 








} WESAFEGUNRD 


e 





me 
* LOU ISV TL LE (aie 
= TITLE = 
- a. o 
a INSURANCE & 
2, WOW) = 
a” Sag PS 
4) ? a 
® Rear es*™ 


HOME OFFICE + 223 S. FIFTH STREET * LOUISVILLE, KENTUCKY 


eeeeeeeeeee ° eeeeeeeeoeoeoeoeoeeoeoeeee 


18 THE MORTGAGE BANKER + November 1960 





“Mortgage Banker 


MORTGAGES FOR PENSION 
FUNDS—ANOTHER VIEW 


By William F. Keesler 


Senior Vice President, First National 
Bank of Boston 


T IS QUITE a few years now 

since some of the mortgage origi- 
nators, finding the supply of mort- 
gages building up beyond the de- 
mands of customary mortgage 
investment institutions, said “We'll 
have to find a way to crack the pen- 
sion funds.” 

They might better have said, “We 
should find some way to educate the 
pension funds and 
ourselves on mort- 
gage investment 
requirements of 
the pension and 
trust funds.” 

At that particu- 
lar time, little 
could be done 
anyway to interest 
pension funds in 
the immediate 
purchase of any sizeable amount of 
mortgages for several reasons. 





W. F. Keesler 


They were in a more or less unre- 
stricted position for the investment of 


4nd this other view concerns the bank trustees who administer 


pension funds—too many of them still are not entirely 


familiar with the possibilities of mortgages and real estate 


investments for trusts they manage. Mr. Keesler is an old 


hand at studying and evaluating all the mortgage investment 


processes, he’s a competent authority on just about every factor 


that makes up mortgage lending today. His observations here 


were addressed to ABA’s Mortgage Workshop in Boston and 


some of them reflect facts which apply to every aspect of 


selling mortgages to pension funds and others are concerned 


with the trustees administering the funds. 





long term funds, at a time when in- 
dustry was rapidly expanding and 
seeking financing, the government 
was borrowing heavily, and a rapid 
economic growth and strong degree 
of inflation was anticipated. This was 
just not the time for them to be in- 
terested in mortgages or, for that 
matter, in any other additional types 
of fixed income investments. 

Since then, pension funds and 
other trust funds have built up very 
rapidly but during a period when in- 
vestment opportunities have not been 
in short supply. 

Except in the case of some union, 
or semi-public or public funds, they 
have not held substantial amounts of 
government bonds, as was the situa- 


tion with the savings banks and in- 
surance companies a few years ago, 
who were anxious to convert them 
into higher-yield, fixed-income in- 
vestments. 

The men who handle the invest- 
ment of trust and pension funds, 
many of whom are employed by the 
banks and trust companies, are not 
only well acquainted with the re- 
quirements of the various funds but 
are very knowledgeable investment 
men, whose job it is to analyze con- 
tinually the long term money market 
and securities and mortgages and 
other investment media. It is true 
that, for various reasons, some have 
left out mortgages and real estate. 

It is also true that in most cases 
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the record showed full justification 


for their policies and until the last 


year 
sion 
mortgages 


ways 


so there existed little occa- 


or 

for them to look seriously at 
for investment or to seek 

to offset some of the evident 


problems, such as unusual bookkeep- 


ing, indefinite acquisition dates, qual- 


ifying to do business in other areas, 


and partial delegation of authority. 


But times change: bond yields are 


not always high and equities are not 


always 


tion 
mortgage originators, as well as 


Mortgage 


There 


a good buy 
has been a gradual educa- 
individual 
the 


par- 


process fostered by 


Association, 


Bankers 


ticularly relating to the FHA and GI 
mortgages. 


Many 


investors are now convinced 


that these are practically riskless in- 


vestments 
which 


ter than 


particularly at a discount 
them bet- 
same yield; 


makes 
the 


definitely 


at par at 


also that the yield spread over other 


comparable fixed-income investments, 


has currently been sufficient to more 


than offset reasonable acquisition 
and servicing costs. 
The FHA and GI records have 


been excellent, but it has been in a 
growth period with a strong demand 
in the secondary market for modern 
houses, even if not brand new. 

Both FHA and the builders would 
like to see loans placed at or near 
par in all areas of the country, but 
the mortgage bankers and the in- 
vestors should realize that the dis- 
count is a very good cushion against 
individually bad loans, 
cessed conditions in the secondary 
housing market, or somewhat less fa- 
vorable for the full 
protection in some of the states. 


either re- 


laws investors’ 

It is difficult to talk about the de- 
sirability of mortgages for pension 
and trust funds in a general way be- 
cause there are not only many types 
of government-insured mortgages, as 
of conven- 
tional loans, but also a great differ- 
in the nature and the 
investment funds and the personnel 


well as many varieties 


ence size of 


employed to determine the desir- 
ability of a particular fund. 

It is possible, of course, to com- 
pare some mortgages almost directly 
with long Governments. 

The Capehart FHA Title 8 mort- 
gages recently bearing an _ interest 
rate of 4% per cent and running for 
25 years, non-callable for 20 years, 
have been selling at a price to yield 
4.54 per cent as compared with a 
yield of 3.80 on government 37s, 
due in 1974. This is a difference of 
over 70 basis points which cannot be 
ignored in a fund otherwise inter- 
ested in long governments in large 
enough blocks to compare with the 
size of such Capehart mortgages 
available. If a fund wishes to be 
more flexible and put out funds on a 
constructive, permanent-insured ad- 
vance basis, it can be done without 
unreasonable risk and the yield in- 
creased to as high as 4.90 per cent 


plus. 
MBA as I mentioned, has concen- 
trated on educating investors on 








How Does 


It looks, said Dr. John Lintner, 
professor of business administra- 
tion, Harvard University at ABA’s 
Workshop in Boston, as 
though the housing market will in 
the respond 
moderately to doses of easy credit 
the past. 
that the prospect is for a 


Mortgage 


future much more 


than has been 
Furthe P. 


marked reduction in 


{rue in 


yield on corTr- 
porate bonds and declining yields 
ym government securities with a 
consequent increased flow of funds 
to mortgages. Specifically, Lintner 
aid this 

It has often been said that con- 
ot 


industries. 


struction is one our principal 


Per- 


haps the most notable instance of 


counter-cyclical 


this is provided by the progressive 


residential construction 


decline in 
from January, 1955, right on 
through the next three  vears, 


while the rest of the economy was 


having its biggest postwar boom. 
Housing then provided one of the 
earliest and strongest 
the 1958, due to the 


combined effects of special hous- 


supports to 


recovery in 


It Look for Mortgages and Money 


ing legislation and lower interest 


rates on government, corporate, 
and municipal securities which led 
to a marked increase in the flow 
of funds to mortgages and in the 
demands for houses. 
There have been high 
that the reversal in monetary pol- 
this year and the in- 
in money markets 
provide a substantial in- 
crease in housing starts and resi- 


before 


hopes 
icy earlier 
creasing ease 
would 
dential construction long 
this time. These hopes so far have 
proved abortive. Residential hous- 
ing starts have continued to de- 
cline and in July fell to levels 25 
per 1959. There has 
been much favorable comment re- 
cently on the fact that starts in 
August were up 8 per cent from 
July. The fact is that most of the 
apparent gain is illusory, since the 
Bureau of the Census which pre- 
pares the figures does not allow 
working days in 
adjustments 


cent below 


for number of 


making its seasonal 
and there were more working days 


in August than in July. Taking 


the two months together, housing 
continues in its down trend with 
only a small improvement, if any, 
shown in the most recent figures. 
Similarly, FHA applications have 
shown some increases in recent 
months, but once again there are 
problems of seasonal adjustment, 
and the levels are far below last 
year. Not only are housing starts 
and applications down, but build- 
ers continue to complain about 
disappointing sales and larger than 
normal backlogs of unsold exist- 
ing houses. The second-hand hous- 
ing market is still showing no 
signs of strength, doubtless in good 
part because of the general un- 
certainty about the general busi- 
ness and employment outlook as 
well as the increasing adequacy of 
our existing housing supply in re- 
lation to current requirements. All 
this has been happening—or fail- 
ing to happen—while the spread 
between FHA ceiling interest rates 
and the yield of AAA corporate 
bonds is currently 1.50 percentage 
points. This is the widest spread 
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FHA and GI mortgages; but the 
trust investment men should have 
also been educating themselves in the 
conventional mortgage field and in 
the purchase-lease deals and other 
real estate investments. 

Some of them, quite properly I 
believe, have found that the Prudent- 
Man Rule can apply to real estate 
as well as to equity securities. 

I believe many of these investment 
men realized some time ago that this 
point would be reached and that be- 
cause of the rate of growth of the 
funds to be invested and because of 
changes in economic conditions, they 
would have to recognize an invest- 
ment medium that is so basic as real 
estate security and one that has 
demonstrated itself so successfully to 
the insurance companies and savings 
banks, if properly handled. 

Pension funds are available to 
mortgage originators today. Many 
millions of dollars of FHA and GI 
loans are now in their portfolios. 
Some of the trustees have sought 


means to avoid some of the prob- 
lems inherent in FHA and GI mort- 
gage investments and have there- 
fore been interested in the collateral 
trust certificate type of investment, 
where some one else has acquired the 
mortgages and does all the home of- 
fice servicing work required. Others 
in larger trust operations — and 
maybe also because of legal require- 
ments — have acquired the mort- 
gages directly and have realized the 
long term nature and probable sub- 
stantial size of their investment in 
this medium and have therefore de- 
sired and have been willing to pro- 
vide for their own work in these re- 
spects. Some have been halfway 
between and have provided for their 
handling by bank, agency, and cus- 
todian accounts to aid in acquisition 
and to do the home office servicing. 

There is justification for all of 
these methods, depending on the na- 
ture, size, and experience of the in- 
vestor. In the FHA and GI program 
the basic security is substantially the 


same — the difference is in the 
acquisition process and the method 
of providing for the cost of doing 
work over the life of the loan that 
some one has to do and get paid for. 
This expense, of course, has to be 
provided for out of the differential in 
yield between it and some other type 
of comparable-risk, fixed-income in- 
vestment. 

Servicing costs, both of the origi- 
nator and at home office, under ad- 
verse conditions and by just normally 
increasing expense, can increase and 
the trustees should look well to see 
who is going to be responsible for 
them and the extent of their finan- 
cial ability to perform. 

The insurance companies and most 
savings banks acquire their own 
loans; are entirely familiar with the 
type and quality of them, outside of 
the government insurance; and, in 
addition, have direct contact and 
familiarity with the territories in- 
volved, the originators, and their 
judgment and servicing ability. 





How Does It Look for Housing 


since July, 1958, and on the basis 
of past experience indicates that 
savings institutions will be under- 
taking to increase their holdings 
and commitments for mortgage 
loans. 

It is entirely possible that the 
failure of residential construction 
to pick up more substantially to 
date simply reflects the fact that 
in the past a yield differential of 
less than 150 basis points on mort- 
gages has been inadequate to en- 
tice the financial institutions to 
undertake the greater task (and 
some would also argue the greater 
risk) or mortgage loans. There is 
no doubt that the upturn in mort- 
gage loans and housing starts has 
been dampened by the markedly 
increased volume of new corporate 
issues which have been coming to 
market within the last several 
weeks in response to the lower 
yields now prevailing on such is- 
sues and the desire of corporations 
to replace temporary short term 
financing with long term paper. 
This moderate surge in corporate 


financing has served to increase 
the spread between high grade 
corporate (particularly the yields 
on new issues) and the declining 
yields on government bonds. The 
wider spreads between corporates 
and governments has proved at- 
tractive to institutional lenders 
and has substantially dampened 
their enthusiasm for new mort- 
gage commitments. This increase 
in corporate issues, however, is al- 
most certain to be a temporary 
phenomenon. The prospect is for a 
marked reduction in the yields on 
corporates through the reduction 
of the present abnormally large 
spread, as well as for declining 
yields on both corporates and 
governments as the Federal Re- 
serve pursues an increasingly easy 
money policy in the face of 
worsening general business condi- 
tions. Both these factors should 
generally improve the relative at- 
tractiveness of mortgage invest- 
ment over the next six to nine 
months, and these developments 
will certainly serve to increase the 


flow of funds to mortgage loans. 

The question remains, however, 
as to how great the responsiveness 
of housing starts and residential 
construction, and consequently the 
supply of new mortgage loans, will 
be to this prospective increase in 
demands for paper. I 
am inclined to that the 
supply will increase, but that the 
increase will be substantially less 
than would be indicated by com- 
parable changes in yield spreads 
in the period 1957-58 or in earlier 
experience. My own estimate is 
that private housing starts next 
year are likely to be little more 
than 1,420,000 and stand a good 
chance of falling short of this—at 
least in the absence of new hous- 
ing legislation. It may be noted 
that 1,420,000 for the year would 
represent an increase of only a 
little more than 7 per cent from 
this year, which contrasts with the 
year-to-year increase of 12 per 
cent in 1958. Continued next page. 


mortgage 
believe 
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This is of value and is totally ir- 
respective of who does the home of- 
fice bookkeeping. 

Although FHA and GI mortgages 
have been and are presently very sat- 
pension 


isfactory investments for 


funds and some other trusts, the 
trustee has a duty not only to be 
entirely familiar with them but also 
to be educated on all other types of 
real estate investments. 

The variety of real estate invest- 
available con- 


ment deals that are 


vinces me that every sizable trust 


department, or company-operated pen- 
sion fund, or substantial investment 
fund should have at least one man on 


its staff who is a specialist in this 


deal has a real flavor has 
added something to the yield factor. 


estate 


This is for several reasons: one is 
because it is real estate, which has 
been too quickly considered an un- 
known factor except by specialists; 
each deal has been supposed to be 
totally unrelated to others; and no 
one has made a market to supply a 
pattern to furnish backbone for the 
trustee investor. 

These facts have reduced the in- 
vestor competitive factor and have 
allowed trustees having real 
knowledge in the field and 
flexibility to acquire substantially the 
same credit factors that they have 
looked for in private placements o1 


some 
some 


Loans are considered to lack 
liquidity because since they are loans 
and considered good, rarely any one 
thinks of selling them regardless of 
yield, except in extreme situations. 

There is more liquidity than is 
generally realized in a _ mortgage 
portfolio. There is built-in liquidity. 
Take particularly the case of a gov- 
ernment - guaranteed mortgage pur- 
chased at a discount. Suppose cur- 
rent market prices of such a loan 
are down a few points from cost 
this can happen to any riskless se- 
curity because of rate changes and 
certainly happened to government 
bonds but this mortgage is still 
being steadily amortized by regular 


ie 


payments and these are made at par, 
even though the loan acquisition was 
purchase-lease deal on a higher yield at less than par. This catches up 
pretty quickly on loans bought in 
anticipation of an payoff 
time of 12 years. 


field. Analyzing a real estate invest- for investment in semi-marketable 


ment or loan deal is not a much dif- securities in a good mortgage loan or 
ferent function than what we expect 
our security analysis department to basis. 


other bond or I say semi-marketable because that average 


is the only market any security has 
talking about market at 


de on all types of 
security investments 
Pension funds are not interested in 
non-taxables, but they should be in- 
terested in real estate loans such as, 


Let us assume that what I have if you are 


said has actually been proved. The par, or perhaps acquisition cost, 


very fact that a loan or investment when the rate risk is against you. 





But, More Important, How Does the Economy Look 
> The 


change in interest rates can con- 
fidently be expected to be much 
less under these conditions than it 


ciency, better design, and better 
merchandising on the part of 
builders. Some progress has been 
these fronts, and costs 
should be somewhat next 
year, but it seems unlikely that 
there will be any breakthrough 
great enough to modify signifi- 
cantly the estimates given earlier. 


(Continued from page 21) leverage of a given 


Several 


make the response of the housing 


factors are going to 


made on 


market to easier credit much more 
; proved to be in the past when lower 
pre 1oOus pe- 


moderate than in 


basic supply-demand conditions 


riods of easier money: 


> The basic 


ing, which was 


were stronger. 
shortage of hous- 
> We have already used up 


most of the leeway in mortgage 
terms (other than interest rates 

The effect on monthly charges of 
maturities from 25 to 


oppressive after 


the war and still large as we en- . 
In short, I disagree on general 


business prospects with those who 
say we have already had our re- 
cession. I do think one is in the 
making and that most of its im- 
pact will be felt after the turn 
of the year. I do not expect it to 
be as steep or as severe as our last 


tered the 1950's, has been progres- 
sively worked off so that the de- ; 
mand and supply for the existing extending , 
30 years is much less than in go- 
Each further 
extension involves still less reduc- 


nearly in 
1960's. 
> We have built about twice as 
[- ) arges 
1959 and tion in charg 


stock of houses is very 


* 9 95 
balance as we enter the ing Irom 20 to 2). 


‘ as already 
many new houses in ' and, _ “aa 

. ven as larce ; ther re- 
1960 as we have needed to supply noted, even as large a further I 


the needs of new familv forma- ction in charges would have less one. Interest rates will trend 
tions. Demolitions and retirements ‘fect on starts and construction downward - least ‘all rao. gee 
have only partly filled the gap. wander presen supply-demand - = cemerention haere of 
Sluggish resale markets confirm ditions than previously. mortgages will widen further, and 


both mortgage volumes and hous- 


that we end 1960 with the hous- >» The same conclusions, of 


ing will increase. Fundamental 
changes in the supply- 
demand situation in the housing 
seriously 


ing supply relatively more gen- course, apply to any further re- Ronin 
erous in relation to demand than ductions in down-payments which = 
in earlier years. might possibly be undertaken. market. however, will 
dampen the 


stimulus. 


>» All recent surveys show con- 


sumer plans to buy houses are still >» The major more hopeful pos- response to the 


sluggish. sibility is by way of greater effi- 
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for example, on plant properties 
where the credit is backed up by gen- 
eral-obligation, top credit. 

Some real estate deals of this 
character have been recently avail- 
able in at least two states with net 
yields of 6 per cent. 

How can the trustee investor ig- 
nore such possibilities, whether they 
are state obligations or triple A busi- 
nesses? And yet, how many trust de- 
partments know about them? 


Company-operated pension funds 
have really used the Prudent-Man 
Rule although maybe with the feeling 
of less exposure, and have employed 
sufficient flexibility to become famil- 
iar with and acquire available deals. 
This is a challenge to the corporate 
fiduciary. 


This particularly relates to the 
large trust departments. They should 
have that specialist with his eye con- 
tinually out for all types of real 
estate and mortgage deals. When he 
finds desirable ones, he should review 
with the trust committee and indi- 
vidual trust officers of the accounts 
by which they might be purchased. 
The place for them has often been 
in pension or endowment funds. 


Good mortgages, however, particu- 
larly if backed up by leases or excel- 
lent credits which are rapidly amor- 
tized, may be of interest to other 
trust accounts. 


One has to be on the look-out 
for this type of investment 


Trust funds like long term invest- 
ments, but can we disregard the fact 
that there are also some times when 
they should like shorter term, high- 
yield deals? Some of these are avail- 
able in the real estate loan field—and 
in a market not highly competitive. 

You have to be looking for them 
continually in order to have them 
available when the investment need 
arises. Perhaps the main point here 
is that you have to acquire a few of 
these deals and get the reputation of 
having interest before they become 
generally available. Some company- 
operated funds have acquired a 
reputation for interest in them and 
have a pretty steady stream of of- 
ferings from principals and brokers. 
market 


Because there is not a 


place for certain types of investments 
does not make them undesirable for 
long term funds — it can be just the 
opposite it improves the yield. 

Now that pension funds are de- 
veloping more interest in FHA and 
GI loans, it seems somewhat coinci- 
dental with conditions. 
Among other things, it seems fairly 
evident at present that there is a 
lessened demand for the type of 
housing that has been produced in 
substantial volume, which is likely to 
reduce the supply of loans. 


business 


A wise investor will investigate 
the lesser known mortgages 


This demand may be slack for sev- 
eral years and more emphasis placed 
on special demands and needs, mi- 
nority housing, and urban renewal; 
and the investment men representing 
pension funds should now become fa- 
miliar with such other loans develop- 
ing out of these programs, such as 
FHA Section 207, 54% per cent multi- 
family housing loans, and special 
loans such as FHA Section 232, 534 
per cent nursing home loans. 

The new legislation with reference 
to real estate investment trusts may, 
among other things, make a practical 
means for at least indirect inclusion 
of insured mortgages in common 
trust funds. It is too early to know 
all the legal angles and the regula- 
tions are not known, but at least it 
has opened up some new possibilities 
which should be carefully studied. 

The corporate fiduciary has no 
easy job and is responsible for what 
it does. It obviously does not want 
criticism for its actions; but it should 
not want, either, criticism for what 
it does not do without at least proper 
consideration. Therefore, in order to 
satisfy the requirements of varying 
accounts in changing times, it must 
maintain some flexibility and a will- 
ingness to investigate the potentials 
of any investment medium, which 
definitely include the changed types 
of real estate and mortgage invest- 
ments. 


>» INSURANCE GROWTH: The 
increase in life insurance ownership in 
the United States over the past decade 
has been at a rate more than eight 
times that for population growth, ac- 


cording to the Institute of Life 
Insurance. 

The aggregate owned at the start 
of this year was 154 per cent greater 
than 10 years before, while the dec- 
ade’s population increase shown by 
the new census was 18 per cent. 

In this same period, the average 
ownership of life insurance per family 
more than doubled, increasing 121 per 
cent to $9,500 at the start of 1960 
$11,900 per insured family. 

‘Material population shifts, changes 
in income levels by states, larger gains 
in ownership within the family in 
many areas are among the factors 
which have resulted in a wide range 
in the rate of gain among the states,” 
the Institute president said. “While 
New Mexico showed the greatest rate 
of gain in ownership of life insurance, 
+18 per cent, Rhode Island reported 
an increase of 106 per cent and the 
District of Columbia a gain of 98 
per cent.” 

Large population shifts, of course, 
appear to be one of the important 
factors in ownership changes within a 
state, as the 10 states with the larg- 
est percentage gains in life insurance 
ownership were, in most Cases, states 
with the greatest percentage rise in 
population. 

Mississippi was one of the outstand- 
ing exceptions with a 204 per cent 
increase in aggregate ownership in the 
face of a decline in population. Arkan- 
sas also showed a decrease in popula- 
tion, seven per cent, while insurance 
in force rose 172 per cent. The aver- 
age ownership per family in these 
states increased at nearly twice the 
rate of increase for the country as a 
whole. In states where there were not 
major population shifts, the other 
factors predominated, with large dif- 
ferences between the insurance and 
population gains in many Cases. 

The ten states with the largest per- 
centage gains in life insurance owner- 
ship in the past ten years are: New 
Mexico, 418 per cent; Arizona, 402 
per cent; Florida, 317 per cent; Ne- 
vada, 301 per cent; California, 244 
per cent; Louisiana, 220 per cent; 
Texas, 217 per cent; Mississippi, 204 
per cent; Delaware, 203 per cent; 
Georgia, 200 per cent. The first five 
of these and Delaware were the six 
leaders in rate of population gain. 
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BAROMETER OF BUSINESS 


lu the Decade of the 60's 





AST DECEMBER, when the var- 
L ious professional societies of econ- 
omists held their meetings in Washing- 
ton, optimism about the immediate 
and longer-run economic outlook ran 
high and most projections did tend to 
soar. However, the failure of our na- 
tional economy to move ahead with 
the expected vigor this vear, and the 
sidewise movement of general eco- 
nomic indicators, has shaken confi- 
dence in the buoyancy of the general 
business outlook not only for the im- 
mediate future but for the next sev- 
eral years. 

These observations have a _ three- 
fold objective: to review the growth 
of our national economy in the Fabu- 
lous Fifties to see what clues we may 
have during this period to aid in un- 
derstanding prospects for the Sixties; 
to appraise the forces likely to affect 
our national economy and the pros- 
pects in the Sixties; and review some 
of the dangers which I believe our 
national economy will face in the dec- 
ade ahead. 

First, let’s see what happened in 
the Fifties and take a look at the 
growth achieved by the American 
economy. In 1949 the gross national 
product, that is, the total value of 
goods and services produced in that 
year, amounted to $258 billion. By 
1959 it had risen to $482 billion, an 
increase of 87 per cent. This rise was 
at the very high rate of 6.4 per cent 
compounded. But it should be realized 
that the higher figure in 1959 re- 
flected in large measure the higher 
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price level at that time. During 1949 
to 1959 the general price level rose 
22 per cent. If we express the GNP 
for both 1949 and 1959 in terms of 
the general price level prevailing in 
1959, growth in “real terms” was from 
$328.4 billion in 1949 to $482 billion 
in 1959, or 47 per cent. 

This figures out to be an average 
annual real growth rate of 3.8 per 
cent compounded, which is compara- 
tively high in relation to past decades. 

If we can manage to do this well in 
the next decade, the term “Soaring 
Sixties” will be justified. Incidentally 
residential non-farm housing expendi- 
tures in real terms increased from 
$12.8 billion in 1949 to $22.3 billion 
in 1959, a rise of 74 per cent—con- 
siderably higher than the rate of in- 
crease in GNP or personal consump- 
tion expenditures. 

What were the driving forces be- 
hind this high rate of economic 
growth? Many forces were at play, but 
there are five of special importance. 
> First, the American economy was 
given a great continuing stimulus by 
the backlog of demand for consumer 
goods and housing which was built 
up in the depressed Thirties and dur- 
ing World War II. This huge pent-up 
demand, made effective by the buildup 
of personal holdings of liquid assets 
(cash, checking accounts, savings ac- 
counts, war bonds, etc.) during the 
war, as well as very easy terms on 
consumer and housing loans, has been 
a great factor in the high rate of con- 
sumer spending and housing since the 





end of World War II. I mention this 
first because we may now be reaching 
point where this pent-up demand 
has spent most of its strength. 
» A second force was certainly the 
postwar bulge in family formations, 
particularly in the early part of the 
decade. 


» Third, and of great importance, has 
been the high and rising level of Fed- 
eral spending. In real terms (1959 
prices) , Federal expenditures for goods 
and services rose from $30.6 billion in 
1949 to $53.3 billion in 1959, or 
per cent. Behind this, of course, was 
the Korean War and the cold war 
since then. 

>» A fourth factor was the high and 
rising rate of plant and equipment 
expenditures. This was in part stimu- 
lated by the rising level of consumer 
expenditures, as well as housing ex- 
penditures, but it was also the product 
of increasing industrial competition 
and the enormous growth of industrial 
research and the development of new 
production methods and new products. 
>» The fifth and final force was the 
steady expansion of expenditures by 
state and local governments for high- 
ways, bridges, schools, and other pub- 
lic improvements. They rose steadily 
from $26.5 billion in 1949 to $44.3 
billion in 1959 (both expressed in 1959 
prices), an increase of 67 per cent. 

This impressive rate of economic 
growth was, regrettably, acompanied 
by serious inflation in which the index 
of consumers’ prices rose 22 per cent 
from 1949 through 1959. Nearly half 
of this rise occurred during the Korean 
War, but nonetheless there was a 
rather persistent attrition in the value 
of the dollar throughout the period. 
The inflation was more severe in the 
housing field during the Fifties. For 
example, rent as a component of 
housing costs rose 33 per cent, and the 
residential construction costs increased 
34 per cent from 1949 through 1959. 
I mention housing costs in particular 
because of the growing concern in 
many quarters that inflated costs may 
now be one of the vital reasons why 
housing has not moved ahead at a 
faster rate this year. 

It is highly significant that as we 
get into the Sixties public concern 
about “creeping inflation” has been 
dampened. Inflation psychology, so 


apparent in 1959, has now largely dis- 
appeared, due undoubtedly to the 
clear evidence that Federal authorities 
are prepared to employ fiscal and 
monetary policy measures vigorously to 
combat inflation. The decline of pub- 
lic inflation psychology is also un- 
doubtedly the result of evidence that 
industrial management has exhibited 
greater willingness to resist wage in- 
creases not justified by improved labor 
productivity. 

Another aspect of the American 
economy in the Fifties which should 
be noted for the light it may shed on 
the Sixties, is the matter of business 
fluctuations. In a market economy 
such as ours, there are bound to be 
fluctuations in general business ac- 
tivity, and the hope is that they will 
be held to narrow confines. During 
the Fifties we experienced fluctuations 
in business, but by past standards they 
were comparatively moderate. We had 
a modest business adjustment in 1952 
and somewhat sharper adjustments in 
the second half of 1953 running into 
mid-1954, and again in late 1957 
running into the Spring of 1958. But 
these more in the nature of 
pauses in the upward movement. 


were 


There are many who believe that 
during the Fifties we began to see the 
influence of a number of forces which 
promise to reduce the amplitude of 
general business fluctuations. Often 
mentioned are the so-called “built-in 
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stabilizers,’ meaning such things as 
the automatic decline or increase in 
Federal tax revenues as general busi- 
ness either recedes or moves upward, 
and the resultant automatic develop- 
ment of Federal deficits or surpluses, 
as well as the support supplied by un- 
employment benefits in a recession. 
Also often noted is the more effective 
use of Federal Reserve policy meas- 
ures since 1951, as well as improved 
use of Federal fiscal measures. More- 
over, as the economy has expanded 
it seems to have developed a ca- 
pacity for “rolling adjustments” in 
which we might experience a decline 
in business and industrial plant and 
equipment expenditures, for example, 
but at about the same time a rise in 
housing. The acceleration in housing 
starts in 1954-1955, and again in 
1958-1959, played an extremely im- 
portant role in the comparative mild- 
ness of the general business fluctua- 
tions which occurred in those periods. 

Thus the experience of the Fifties 
lends encouragement to the belief that 
general business fluctuations in the 
foreseeable future will be moderate. 
This view is fortified by certain in- 
stitutional changes which have taken 
place in the national economy, notably 
the great growth of the amortized 
home mortgage and especially the 
Government-insured and guaranteed 
mortgage, the effective use of credit 
restrictions in the stock market, and 





Director of Economic Research, Life 

Insurance Association of America, 

at the Discussion Series of Real Estate Problems 
at Marquette University, who says... 





there is every prospect for sustained and substantial progress pro- 


vided we don’t push it and thus use inflationary methods .. . 
rates are likely to be around those r 


that interest 


reached in 1959 . .. that there are 


substantial reasons for thinking that more and more institutional funds, 
such as those of the life companies, will be directed to the home mortgage 


market 


direct more funds into residential mortgages . . 
the Sixties won't be all smooth-sailing- 


. and for the same reasons pension funds will be obliged to 


. and that we can be sure 
there will be stops and starts 


just as we have always known in the past. 
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the Federal deposit insurance system. 


There still remains a very important 
question for the Sixties, however. Was 
the freedom of the Fifties from serious 
business fluctuations the product of 
forces I have outlined, or was it more 
the fact that business fluctuations were 
bound to be moderate during the final 
ten years of a post-World War II 
sustained upward surge of the na- 


? If the long upward 


tional economy 
swing in economic activity has come 
to a close, or is at least now topping 
out, may we now be entering a period 
in which business fluctuations will 
tend to be more pronounced? I raise 
the question and will try to answer 
it later. 


There is one final aspect of the 
national economy in the Fifties which 
it would be helpful to consider for 
the light it may shed on prospects for 
the Sixties. That is the conditions 
which have prevailed in the market 
for capital funds—for long-term fi- 
nancing of business and _ industry, 
housing, Federal, state, and local gov- 
ernment requirements, and _ other 
needs. During the Fifties we expe- 
rienced a chronic condition in which 
the demand for capital funds out- 
stripped the supply available from the 
nation’s savings. 

For example, in 1959, there was a 
net increase of $13.6 billion in 1-4 
family mortgages, and $4.3 billion in 
corporate bonds. Similarly, the 1959 
figure of $5.1 billion for life insur- 
ance companies represents the net in- 
crease in their funds available in the 
capital markets. 


Chere was a sharp rise in total uses 
of funds from $30 billion in 1950 to 
$56.8 billion in 1959. Especially note- 
worthy is the increased use of funds to 
finance residential mortgages — from 
$7.6 billion in 1950 to $10.1 billion 
in 1958 and $13.6 billion in 1959. 
Similarly, there was a steady rise in the 
use of mortgage credit for other than 
|-4 family homes. 

As the result of the chronic tendency 
for demand for capital funds to run 
ahead of supply, the level of long- 
term interest rates rose considerably 
in the Fifties. As we look to general 
economic prospects for the Sixties, 
therefore, one of the questions will be 
the availability of long-term financing 
and the movement of interest rates. 


With this general background of 
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the behavior of our national economy 
in the Fifties, we can turn to the 
prospects for the Sixties. 

Five forces, I think, will have an 
important bearing on behavior of the 
economy in the next ten years. 
> First, events of recent weeks in the 
United Nations confirm that the cold 
war will remain and probably intensify 
for the foreseeable future. This makes 
it certain that Federal expenditures 
for military preparedness and foreign 
economic aid are likely to rise further. 
We are just beginning the task of try- 
ing to win or maintain the friendship 
of the new African nations against 
the ruthless competition of the Com- 
munist bloc. Our efforts to overcome 
the lead of the Russians in space are 
bound to mean accelerated Federal 
spending. I suspect that Federal poli- 
cies aimed at stimulating a faster rate 
of economic growth, to keep ahead of 
the Communist countries and to dem- 
onstrate that our free economic system 
is better than theirs, will lead to rising 
Federal spending in certain areas such 
as education, housing, medical aid, 
and the like. 
>» Second, we have the prospect of a 
significant stepping up in the rate of 
household formations which should 
contribute to a rising volume of con- 
sumer expenditures and home build- 
ing. The annual rate of household 
formations will increase for the next 
20 years. Under the most favorable 
assumptions for increase, the annual 
rate of household formations will rise 
from about 883,000 in the last two 
years of the Fifties to an annual rate 
of about 1,018,000 in the first five 
years of the Sixties, and to a slightly 
higher annual rate of 1,083,000 in the 
second half of the decade. During the 
Seventies the projections show a more 
pronounced rise to an annual rate of 
1,338,000 in the second half of that 
decade. Accordingly, the expanding 
markets for consumer goods and hous- 
ing occasioned by the higher rate of 
household formation should enhance 
the general economic prospects of the 
Sixties. However, the impact of a 
rising rate of household formation 
this decade should not be exaggerated. 
The average annual rate of 1,083,000 
in the second half of the Sixties is 
still considerably below the annual 
rate of 1,525,000 in the three-year 
period from April 1947 to March 
1950. 


1960 


> Third, a continued substantial rise 
in expenditures by state and local gov- 
ernment units seems to be indicated. 
This is an area in which there is still 
a large backlog of demand. State and 
local expenditures (in real terms) in- 
creased persistently from $26.5 billion 
in 1949 to $44.3 billion in 1959, and 
it would not be surprising if they 
showed a comparable increase in this 
decade, which would carry them to 
the neighborhood of $75 billion by 
1970. Here would be a powerful force 
toward a rising level of general busi- 
ness activity. 

> Fourth, it seems likely that the rate 
of business and industrial plant and 
equipment expenditures should con- 
tinue to move upward. Spurred by 
keen competition in our industrial sys- 
tem, and still further increases in the 
funds devoted to industrial research, 
plant and equipment expenditures by 
business and industry should trend 
upward during the decade. 


> Fifth—and in a more pessimistic 
vein about the economic outlook—I 
suspect that the reservoir of demand 
for consumer goods and housing which 
was dammed-up during the Thirties 
and World War II is finally in the 
process of running dry. There is some 
clearcut evidence of this. The huge 
postwar demand by veterans for hous- 
ing under the VA home loan program 
seems to have largely exhausted it- 
self. Indeed, the failure of home- 
building as a whole to respond this 
year to somewhat greater availability 
of mortgage financing, and the in- 
creasing reports of pockets of unsold 
homes and rising vacancy rates in 
apartment buildings, may also signal 
in part that the lush days of big back- 
log demand for housing are reaching 
an end. We may be witnessing the 
same thing in the sale of automobiles. 


Again, the huge backlog of demand 
evident in the first decade and a half 
after the War was fed by liquid 
assets accumulated by the public dur- 
ing the War, and even more so by the 
easier and easier credit in the con- 
sumer loan and home loan fields. The 
consuming public has used up a good 
part of these liquid assets, or they have 
been drained by the rising price level, 
and we have apparently gotten to the 
end of the line in making consumer 
or home mortgage terms easier. 
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I am not saying that the level of 
consumer expenditures will not con- 
tinue to rise in the Sixties. I am con- 
fident it will, What I am saying is 
that consumer spending in the Sixties 
will not be fortified by the great back- 
log of wants and desires which char- 
acterized most of the Fifties. Markets 
should become much more competi- 
tive as consumers become more selec- 
tive. We are probably moving into 
a decade of the “hard sell.” 

It should be helpful to take a look 
at the dimensions our national econ- 
omy is likely to take on in the Sixties, 
on the basis of reasonable assumptions. 
[he average annual rate in real terms 
at which our national economy has 
tended to grow over a long period 


price level of 1959, so that this ex- 
pansion would be in real terms. Sim- 
ilarly, by 1970 personal consumption 
expenditures might reach about $435 
billion, as compared with $314 billion 
in 1959. Or to take another significant 
indicator, with a $744 billion GNP in 
1970 it would be logical to anticipate 
about $31 billion of non-farm residen- 
tial construction expenditures in the 
U. S. that year, as compared with 
$22.3 billion in 1959. Total new private 
construction expenditures, including 
business and industrial construction as 
well as residential, may be expected to 
rise to about $56 billion in 1970 as 
compared with $40.3 billion in 1959. 
These figures certainly are not dis- 
couraging for real estate! 


cca ... the dimensions 


our national economy is likely to take on in the Sixties, on the 

basis of reasonable assumptions. The average annual rate in real 

terms at which it has tended to grow over a long period has been about 
3 per cent. In some periods the rate has been considerably higher, 

in some lower. It seems likely . . . that the average annual rate of 
economic growth during the Sixties will exceed the historical average 
rate of 3 per cent. My guess is that it will turn out to be about the same 
as it was in the Fifties—3.8 per cent in real terms. . . . One of the 

big questions is whether funds will be available io finance the level 

of housing predicted by many to rise to 2 million housing starts annually 
from 1965-1970. I think the money will be forthcoming, perhaps 


has been about 3 per cent. In some 
periods the rate has been considerably 
higher, in some lower. It seems likely, 
on the strength of such forces as out- 
lined here, that the average annual 
rate of economic growth during the 
Sixties will exceed the historical aver- 
age rate of 3 per cent. My guess is 
that it will turn out to be of about 
the same as it was in the Fifties— 
3.8 per cent in real terms. 

Let’s suppose then that the growth 
rate in the Sixties turned out to be 
+ per cent. What would this mean in 
terms of many familiar indicators? 

It would mean that the total value 
of all goods and services produced in 
the U. S., the GNP, would rise to 
$744 billion by 1970, as compared 
with a figure of $482 billion in 1959 
and around $500 billion this year. Both 
are expressed in terms of the general 


rather comfortably.” 


Now to the capital markets in the 
Sixties. There has been a pronounced 
upward movement in the annual net 
increase in 1-4 family mortgages, as 
I said. I expect it to continue, both 
because of the rising demand for home 
mortgage credit and because of avail- 
able supplies. By 1970, the net in- 
crease, on a conservative estimate, 
seems likely to be running at a level 
of around $20 billion. Other mort- 
gage credit will also continue its steady 
rise, up to the level of about $8 bil- 
lion by 1970. 


One of the big questions is whether 
funds will be available to finance the 
level of housing predicted by many to 
rise to 2 million housing starts an- 
nually from 1965-1970. I think the 
money will be forthcoming, perhaps 
rather comfortably. My thinking is as 
follows: There has not been any 


marked upward trend in the net in- 
crease in corporate bonds and stocks 
and this is not surprising because to 
a larger and larger degree industrial 
corporations are financing themselves 
by means of retained earnings. If this 
trend continues, and I think it will, 
a rising proportion of the funds of in- 
stitutional investors such as life in- 
surance companies will have to be 
directed into the home mortgage mar- 
ket. One of the most interesting 


questions is whether corporate pension 
funds will enter the home mortgage 
market in volume. It is clear that they 
are one of the fastest growing sources 
of capital funds, with practically all 
of their money going into corporate 


and 


bonds stocks. If I am correct 





about the continued trend toward in- 
ternal financing by corporations, the 
pension funds will be obliged to divert 
some of their rising funds into resi- 
dential mortgages. Moreover, they are 
likely to move strongly into the ex- 
panding commercial mortgage field. 
The fastest growing source of funds 
is the savings and loan associations. 
The net increase in their investments 
rose phenomenally from $2.1 billion 
in 1950 to $8.3 billion in 1959—and 
who would be bold enough to say 
that they are slowing down! Their 
growth alone may go far to assuring 
an adequate supply of residential 
mortgage financing in the Sixties. 
Now about the life companies, their 
growth in the Fifties was compara- 
tively slow. If the general price level 
is held fairly stable during the Sixties, 
there will be a renewed rise in the 
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funds life have available 
for investment. Aside from the security 
provided by life insurance, it is an 


excellent form of investment with the 


companies 


life insurance companies on the aver- 
age now earning 4 per cent on their 
invested funds. 

During the Fifties, especially in the 
latter part, there was a great deal of 
talk about slum clearance and urban 
but the accomplish- 
ments were modest, This was probably 


redevelopment 


not surprising because of the pro- 
the 
house in suburban areas, as well as the 
tremendous demand for capital funds 
for all uses which tended to crowd out 


nounced trend to single-family 


urban renewal. As we move into the 
Sixties, I that we shall 
somewhat fewer single-family homes 


suspect see 
built in the suburbs and more multi- 
family 
daily commuter from Connecticut to 
New York, I can assure you that the 
urban and suburban sprawl in the 


dwellings in the cities. As a 


New York metropolitan area is be- 
ing put to a severe test by the broken 
down railroads. Here is a major re- 
habilitation job for the Sixties, and I 
doubt that it will be accomplished in 
time to prevent a return to the cities 
by many unhappy suburbanites. My 
that the 


Sixties we shall see a real beginning 


guess, therefore, is during 
made in the slum clearance and urban 
renewal field. 

One thing we can be certain about 
in the Sixties is that the growth of 
our economy will not be smooth and 
uninterrupted. It is inherent in our 
free market system for fluctuations in 


But 


I do not believe these fluctuations will 


general business activity to occur 


be any more serious than they were 
in the Fifties. The strength of de- 
mand for goods and services by con- 
sumers, business and industry, and 
government should insure that reces- 
sions will be short-lived. Moreover, 
more effective use of monetary and 


’ 
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fiscal policy by the Federal Govern- 
ment, and the _ built-in-stabilizers, 
should help to provide growth on a 
well-sustained basis. 

I cannot foresee any possibility of 
a major depression or even serious re- 
cession throughout the decade. 

Now what about interest rates? Just 
as was true in the Fifties, they will 
fluctuate in response to changing de- 
mand for loanable funds, as well as 
changes in monetary policy. However, 
high demands for 
capital funds during the Sixties, I 
cannot foresee the possibility of any 
trend of long-term rates. 
Instead, I would expect the general 
rates to fluctuate 
around the level reached in 1959. Due 
to the likelihood of a better balance 
between demand and supply, I do 
not expect a continuation of the pro- 
nounced upward trend that occurred 
in the Fifties provided we can avoid 
further inflationary excesses. This is 
a big proviso. Inflation breeds rising 
interest rates because it brings about 
inflated demands for capital funds and 
at the same time discourages saving. 


because of very 


downward 


level of interest 


Accordingly, the prospects are fa- 
vorable for a period of sustained eco- 
nomic growth of the United States in 
the Sixties. There is, however, one 
cloud on the horizon. It is the danger 
that the Federal Government, in an 


effort to promote faster economic 
growth, will turn to policy measures 
which will bring about a resurgence 
of inflation. This would be a most un- 
fortunate development because infla- 
tion is the enemy of healthy economic 
growth. 

What evidence is there that this 
resurgence is a real threat? It is this: 
There is widespread acceptance in the 
country that an accelerated rate of 
economic growth of the U. S. is es- 
sential in the struggle with Com- 
munism. According to estimates made 
by the U. S. Central Intelligence 
Agency, the GNP of Soviet Russia 
this year will amount to $225 billion 
and will grow at a 6 per cent rate 
compounded to $420 billion in 1970. 
Although this would still leave the 
Soviet economy considerably below the 
figure of $775 billion which the GNP 
of the U. S. is likely to reach by 1970, 
the rate at which the Soviet economy 
is now growing is considerably higher 
than our own growth rate, which as 
we saw was 3.8 per cent in the Fifties. 

There is a highly vocal and influ- 
ential body of opinion in our country 
today which holds that the basic rea- 
son the American economy is not 
erowing at a much faster rate is that 
the volume of spending by consumers, 
business and industry, and various 


levels of government, has not been 
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In some mortgage bookkeep 
ing systems a slip is mounted 
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sheet, showing interest and 
principal for 12 months, as a 
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mended use of our amortiza- 
tion schedules and a pair of 
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recommendation. 
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great enough to stimulate the economy 
into all-out production. In _ other 
words, the national economy could 
grow at a faster rate if the national 
purchasing power and the rate of 
spending were higher. The reason why 
national spending is not higher, the 
argument goes, is because the Federal 
Government has been pursuing a 
“tight money policy” and has been too 
stingy in its own spending activities. 
The charge is made that the Federal 
Government has been too concerned 
about preserving the value of the dol- 
lar and not concerned nearly enough 
with achieving “full employment” and 
economic growth. In any event, it is 
argued, restricted Federal spending 
and “tight money” were not the cor- 
rect measures to combat inflation in 
recent years because the principal 
cause of inflation was economic power 
on the part of labor and management 
and the ability to foist higher costs 
onto the public in the form of higher 
prices. 

I take strong exception to it. The 
proponents go on to prescribe two 
steps the government should take to 
expand national spending. One is that 
the Federal Reserve should pursue a 
policy of easy credit and should force 
interest rates down to the lowest pos- 
sible level without incurring a severe 
rise in the general price level. 

The other is that the government 
should sharply increase its expendi- 
tures for certain social purposes— 
health, education, slum clearance and 
urban renewal, and similar programs. 
This would not have to mean Federal 
deficits, it is contended, because a 
faster growing economy would yield 
higher tax revenues, so that the Fed- 
eral budget could be held in balance. 








be 
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The proponents admit frankly that 
this may lead to a renewal of “creep- 
ing inflation,’ but they argue that this 
is a price that must be paid to assure 
maximum economic growth and full 
employment. It is further argued that 
should “creeping inflation” begin to 
move at a faster pace, the way to stop 
it would not be by Federal Reserve 
action to restrict the general avail- 
ability of credit. 

It is this line of thinking, which 
has powerful support at the present 
time, which I believe presents a serious 
threat to the otherwise good prospects 
for sustained economic growth in the 
Sixties. I believe that this type of pro- 
gram would most certainly lead to 
considerably more serious inflation 
than we experienced in the Fifties. It 
would not give the country a faster 
rate of growth. Actually it would 
throttle growth for the following 
simple reason: 


The heart of the economic growth 
process in our kind of market econ- 
omy is the willingness of the American 
people to save a portion of their in- 
come. The growth of industry, com- 









merce, housing, and many public 


DETROIT 


AND 


MICHIGAN 
TITLE INSURANCE 


TITLE INSURANCE on both Owner’s and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan‘s Oldest 
Title Insurance Company. 


works has been financed by the sav- 
ing of the American people through 
such institutions as life insurance com- 
panies, savings banks, savings and loan 
associations, pension funds, and the 
like. The distressing fact is that in- 
flation destroys the willingness of the 
American people to save. It replaces 
the willingness to save with the urge 
to speculate. We saw this only too 
clearly in the great bull market in 
common stocks during 1959. Inflation 
inevitably produces rising interest rates 
because it inflates capital demand and 
discourages saving. It is no answer 
that the rise in the general price level 
will be of a “creeping” nature. Once 
the American people come to expect 
“creeping inflation” as a regular thing, 
“galloping inflation” is bound to de- 
velop. 

I believe that the United States has 
very favorable prospects for sustained 
and substantial economic expansion 
in the Sixties. The danger I see ahead 
is that the government, in trying to 
force a faster rate of economic growth, 
will pursue inflationary policies and 
thus destroy the basic source of growth 
in our economy—the willingness of 
the people to save. 
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FOR MARKING YOUR CALENDAR 


INCOME PROPERTY SEMINAR 


MBA’s 


meetings will be one 


The concluding event in 
1960 


that is entirely new in concept and 


series of 


presentation as far as the Association 
is concerned. It is a Case-Study 
Seminar on Income Property Financ- 
ing + through 10 in East 
Lansing, Michigan and represents a 
joint presentation by MBA and the 
College of Business and Public Serv- 
ice of Michigan State University. As 


December 


the name implies, this meeting is a 


week of intensive study and analysis 


of every phase of income property 
financing and the principal ingred- 
ient will be the case study method of 
a thorough and complete 


property 


achieving 
understanding of income 
financing 

and 


em- 


Because of facilities available 


the case study method to be 
ployed, attendance will be limited to 
LOO 


should act promptly in making reser- 


which suggests that members 


vations. Everyone attending will be 
assigned to a specific section and his 
section will determine, to an extent, 
his attendance at the various sessions. 

Every kind of 
loan will be reviewed, retail and in- 


buildings 


income property 


dustrial properties, office 


and medical facilities, apartments, 


motor hotels: mobile home courts: 


purchase lease-backs and _ leasehold 


loans. Among the speakers will be 
MBA President Robert Tharpe; Rob- 
ert H. Pease, vice president, Draper 
and Kramer, Inc., Chicago; Robert 
A. Hoffman, vice president, Ivor B. 
Clark, Inc., New York; Lawrence 
H. Cleland, vice president, Baird & 
Warner, Inc., Chicago; James B. 
Biddle, executive vice president, M. 
P. Crum Company, Dallas; Fred 
Brown, appraiser, Metropolitan Life 
Company, New York; 
financial vice 


Insurance 
Robert W. Anderson, 
president, Northwestern National Life 
Insurance Company, Minneapolis; 
William T. Doyle, vice president, Jay 
F. Zook, Inc., Cleveland, and Bruce P. 
Hayden, Connecticut General Life 
Insurance Company, Hartford. 

The Case Study Seminar is a proj- 
MBA’s Educational Commit- 
tee headed this Louis P. 
Wolfort, president of the First Na- 
tional Mortgage Corporation of New 
Orleans and Mr. Biddle is chairman 


ect of 


year by 


of the Sub-committee in charge of 
arranging the program. 
All sessions of the Seminar and 


meal functions will be held in Mich- 
igan State’s new Kellogg Center for 
Continuing Education and those who 
attend will be housed on the School’s 


campus. 


MBA MEETINGS IN 1961 


Seminar on Income 


After the 
Property Financing in December and 
the Christmas interlude, MBA’s 1961 
series of meetings gets underway in 
January. The agenda is 


MBA-NYU Senior Executives Con- 


ference, New York, January 17-19, 
1961, with Harley H. Kight, mort- 
gage secretary, The Guardian Life 


Insurance Company of America, New 
York, vice chairman in charge: 

MBA-SMU Senior Executives Con- 
ference, Dallas, January 22-24, 1961, 
with Paul Crum, president, M. P. 
Crum Company, Dallas, vice chair- 
man in charge: 

Midwestern Mortgage Conference, 
Chicago, February 20-21, with Maur- 
ice A 
dent, Draper and Kramer, Inc., Chi- 
and Newton S. Noble, Jr. 
president, Lake Michigan Mortgage 
Company, Chicago, vice chairmen in 


Pollak, executive vice presi- 


cago 


charge; 
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Southern Mortgage Conference, 
Atlanta, April 10-11, with Jack M. 
Martin, president, Colonial Invest- 
ment & Mortgage Company, Atlanta 
and Jere M. Mills, president, Georgia 
Securities Investment Corp., Atlanta, 
vice chairmen in charge; 

Mortgage Servicing Clinic, Seattle, 
April 20-21, with James T. Hillman, 
secretary-treasurer, Securities Mort- 
gage Company, Seattle, chairman in 
charge; 

Eastern Mortgage Conference, 
Montreal, Canada, May 18-19, with 
Campbell, United States 
mortgage officer, Sun Life Assurance 
Company of Canada, Montreal and 
Sidney A. Shepherd, supervisor, 
mortgage department, Bank of 
Montreal, vice chairmen in charge; 

Electronic Servicing Clinic, De- 
troit, September 11-14, with Edward 
J. DeYoung, vice president, First 
Federal Savings and Loan Associa- 


George L. 


1960 


tion of Detroit, Detroit and W. W. 
Dwire, vice president, Citizens Mort- 
gage Corp., Detroit, co-chairmen. 

That’s the line-up for 1961, con- 
cluding with of course, the 48th An- 
nual Convention, Miami Beach, Oc- 
tober 30-November 2. 

This schedule shows a number of 
innovations in meetings. The Income 
Property seminar is new and the first 
week’s registrations indicate that it 
fills a real need and that there will 
be difficulty holding it to the an- 
nounced limitation. The Eastern 
Mortgage Conference departs from 
New York for the first time next year 
and takes off for Canada, Montreal 
at the Queen Elizabeth Hotel, and 
it’s sure to be an interesting and 
profitable meeting. And then later on 
in 1961, just before the annual Con- 
vention in Miami Beach, there’s the 
Electronics Convention about which 
members will be hearing a good deal 
in the months to come. We had one 
something like it in New York but 
this one in Detroit will be greatly ex- 
panded, with an entirely new format 
and unique innovations in program- 
ming. All in all, 1961 looks like a 
year to anticipate as far as MBA 
meetings go—not so many of them 
but the most important ones retained 
and some new ideas on the agenda. 


HOME SURVEY 


Activities in which various local 
and state mortgage bankers associa- 
tion engage in behalf of their com- 
munities take many varied forms. A 
particularly interesting venture was 
recently undertaken by the Greater 
Miami MBA, which had for its ob- 
jective securing some factual infor- 
mation about the over-hang of un- 
sold project homes in its 
Unsold housing is a subject of consid- 
erable comment and speculation in 
every section of the country, but most 
of it is not based upon actual statis- 
tics. The Greater Miami MBA 
sought to correct this for Dade 
County, Florida and retained the Bu- 
reau of Business and Economic Re- 
search of the University of Miami 
to make a survey. The study found 
a total of 1183 homes in the Miami 
area unsold of which 452 served as 
models and 731 actual completed 
homes for sale — a rather low in- 
ventory for a metropolitan area of 
nearly one million people. 


area. 
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PROSPECTS AND PROBLEMS IN THE DEVELOPMENT OF TRUSTS 


N recent appearances I have made before various 

local mortgage bankers associations I have em- 
phasized how important to the future of mortgage 
banking I consider the recent real estate invest- 
ment trust legislation to be. I have pointed out 
that now at last investment in real estate and 
mortgages has been placed on the same basis as 
investment in securities trusts and, further, that 
an entirely new dimension probably will be added 
to our industry. As this development takes on 
a more clearly defined shape 
and form, I am as convinced 
as ever that in this new device 
we have the vehicle for attract- 
ing a great new volume of in- 
vestment funds to mortgages 
and that it is going to fill a 
need within our industry in a 
way that few of us could have 


foreseen. 





Robert Tharpe 


As firmly convinced as I am 
about attaining the ultimate 
objectives, there are some problems for solution 
in the immediate future and their solution will, 
I expect, have an important bearing on the precise 
direction and the rapidity which this new medium 
can be effectively used. Clarification might be a 
better word than problem because what looms 
most important at the moment are several matters 
of a procedural, regulatory and legal nature. 


Obviously, the new trusts must conform to all 
state and federal laws and perhaps the first ques- 
tion to which a mortgage company must seek an 
answer from its local counsel is the applicability 
of the laws in its particular state as to the use 
of a “business trust.” Many state laws will be 
silent on the subject. Case history in some states 
will be favorable but, in a minority of states, 
statutes and case histories will be unfavorable and 
remedial legislation will have to be sought. 


Then there is the matter of conforming to In- 
ternal Revenue regulations; and while it seems 
there can be no doubt that the general tax treat- 
ment will be exactly what is permitted in the law, 
still we will have to see just how the taxing au- 
thorities judge each trust as to qualifications. 


Then there is the question of SEC jurisdiction 

-how much, if any, what kind, where and for 
what kind of trusts. It is the consensus now, I 
believe, of most people who have been worrying 
about the matter that to secure the right kind 
of public attitude toward mortgage trust opera- 
tions, the proposed issue should be registered with 
the SEC as a public offering and all the informa- 
tion required set forth so that the public will be 
fully informed. Of course, if a public offering is 
not to be made, SEC registration may not be 
required; but it would be in the best interests of 
our industry to have the earlier offerings of trusts 
meet all SEC requirements. 

There are others, questions of management, 
what will operation cost, what sort of return can 
shareholders expect, what formulas will be fol- 
lowed in building a portfolio and others of an 
operational and administrative nature. 

It is in the area of creating a new investment 
medium which will attract savings and provide 
a highly satisfactory yield where I am convinced 
the greatest opportunities lie. The new legislation 
presents an opportunity for mortgage bankers to 
add an entirely new area of activity. Trusts of 
mortgages, particularly FHA and VA loans, should 
prove to be one of the most attractive investments 
available, they should prove highly appealing to 
individual investors who have never invested in 
mortgages before and thus our industry will be 
reviving a source of funds which at one time was 
a major investor. 

For a more detailed analysis of every aspect of 
the prospects and problems, I suggest a study of 
our November Quarterly Economic Report. And, 
as this report says, what has been accomplished is 
to give to mortgage banking a breadth, flexibility 
and stability it has not had and furnishes us with 
tools which can well be the means for insuring 
a continued expansion on the scale we have known 
it in the past quarter century. 


PRESIDENT 
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A department of MBA’s Farm Loan Committee, 
Ewart W. Goodwin, San Diego, Chairman 





Farm Lending Today and How 
It Looks to an Investor 


dnd how it looks is a great deal more favorable than one might guess from 


» 


the recent campaign discussion of American agriculture. Lenders, including 


the life companies, are actively seeking good loans, ample funds are 


available and, debt-wise, the farmer is in as good shape as he has ever been. 


HIS IS A good time to take a 
look at 


We must look beyond current 


the balance sheet of the 
farmer 
beyond the net 
the 
are 


farm income figures 


worth statement furnished to 
Farming 


ways of life with pleasures and satis- 


banker. and ranching 
faction no other occupation furnishes. 

Most of our farmers are not wards 
of the State, and would like for their 
fellow Americans to have the unbiased 
truth. Their fellow citizens have had 
information, a 


little straight correct 


lot of half truths, and some untruths. 

The financial and 
worth of farmers are compliments to 
and figures 
which cannot be equaled by many suc- 
The net income of 


statement net 


their industry represent 
cessful industries. 
the farmer is of vital concern to him 
and net income for many is serious; 
but for commercial farmers the pic- 
ture is press 
reporters and political office seekers 


not as serious as some 
would make it seem. 

Only three out of ten farmers have 
their farms mortgaged with the other 
seven free of debt. 

Ihe “family size farm” continues to 
be a large segment of this industry, 
and farmers have managed to steadily 
improve their standard of living. With 
better and more efficient equipment 
together with improved farming prac- 
tices, the “family size farm” has be- 
come larger; and the net income per 
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family is materially higher. Fewer fam- 
ilies are sharing the total net income 
as well as the overall net worth of 
this industry. 

Often we hear someone speak of the 
“typical farmer.” Who is this person? 
A Texas rancher? The dairyman in 
Wisconsin? The wheat grower on the 
plains? The poultry producer, cotton 
grower, or the tobacco farmer? The 
problems of one do not necessarily 
have a direct relation to the others, 
and their opinions on farm policies 
vary greatly. From over 250 farm 
commodities produced, only about 20 
are government-supported. All of the 
livestock industry is free of supports. 
Can it be true that 20 commodities 
are responsible for all our surplus? 

The Department of Agriculture re- 
cently reported the total value of farm 
assets reached a record level in the 
12 months ending January |, 1960. 


By 


L. B. FOREMAN 


The average income per person from 
farming and off-farm sources was 
lower in 1959 than in 1958, but still it 
was higher than any other year since 
1951. Farm assets were valued at 
$203.6 billion, with farm debts total- 
ing $24.3 billion, or about 12 per 
cent of the value of farm assets. The 
equity of farmers and farm owners 
amounts to more than $179 billion. 
Broken down between real estate and 
non-real estate, there is real estate 
borrowing of $12.3 billion compared 
to a real estate value of $129.1 bil- 
lion, or a debt of about 10 per cent 
of the real estate value. There is a 
debt of $12 billion on non-real estate 
in relation to a non-real estate value 
of $74.5 billion, or a debt of about 
16 per cent of the non-real estate 
value. 

Total farm assets rose less than 1 
per cent during 1959, with farm debts 





Manager, Farm Loans, 
Business Men’s Assurance 
Company of America, 
Kansas City, Mo. 





increasing by about 4 per cent result- 
ing in net equities remaining about 
the same at $179 billion. Farmers, as 
a group, are in a very favorable posi- 
tion. But more are now vulnerable to 
price-cost squeeze in relation to their 
ability to pay from the net income 
they receive from farm operations. 
Total farm debts remain relatively 
and delinquencies on farm real 
estate loans and foreclosures continue 


ke yw; 


at or near a record low. 

Most lenders, including life insur- 
ance companies, are actively seeking 
good farm loans. Ample funds are 
available, especially in the better agri- 
culture areas. 

Current interest rates on farm loans 
vary generally from 6 to 64% per cent, 
with of course some exceptions, de- 
pending upon the size of the loan, the 
margin of security and type of opera- 
tion of the unit. There are some varia- 
tions in different and 
lending areas. 


communities 


Loans on farms are expected to pro- 
duce a fair the investor 
compared to earning on other invest- 
ments, properly considering the risk 
of capital, the necessary cost of ac- 


earning to 


quiring, the maintaining of proper 
records, and the servicing costs. 
Farm borrowers repaid their loans 


at a higher rate during 1959 than in 
1958. Those from insur- 
ance companies repaid at an average 
rate of 12 per cent of the principal. 
At the 1959 rate of repayment, the 
period required to liquidate outstand- 
ing loans averaged 8 years. This turn- 


borrowing 
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“It would appear the many factors 
that have been responsible for the 
past 20 year price advance are 


weakening today, but the competition 


of farmers will continue for farm enlargement so they can 


increase their income by 


over period almost 2'% 


shorter than the turnover period for 
1958, and was the shortest since 1949, 
when it stood at 7 1/3 years. 


was years 


With the slowdown in the rate of 
increase in farm real market 
values during 1959, many are wonder- 
ing if the almost continuous market 
price increase during the past few 
years is coming to an end, or if prices 
will decline. The demand for invest- 
ment does not seem so strong 
but farm enlargement 
make a strong demand as farmers 
compete to acquire additional land 


estate 


now, 
continues to 


for expansion. 

More than 40 per cent of all pur- 
chases in 1959 were for farm enlarge- 
ment. Often a farmer can increase 
his production without a proportion- 
ate increase in costs because additional 
land enables him to increase the ef- 
ficiency of his operation and use to 
better advantage the same equipment 
necessary for a smaller unit. 


Land sales by contract are becom- 


perience in Ohio Tifles 


adopting new technology.” 


ing more numerous in which a smallet 
down payment is required. This en- 
ables more purchasers to enter the 
market who otherwise would be un- 
able to buy. 

There are many opposing forces 
and factors sufficiently strong which 
seem to justify a leveling off of mar- 
ket values until net income supports 
the present market prices. If public 
policy should change and the level 
of price supports were to be reduced, 
a reaction in land values could be 
expected. A considerable amount of 
land near cities has been purchased 
or held for high prices beyond ou: 
immediate need. If urban expansion 
does not continue, many owners will 
be disappointed. 

It would appear to me the many 
factors that have been responsible for 
the past 20 year price advance are 
weakening today, but the competition 
of farmers will continue for farm en- 
largement so they can increase their 
income by adopting new technology. 
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Recollections of T 





you checked in at the old hotel 
in Madison, South Dakota, walked 
upstairs to your room and turned on 


BS IN THE mid-twenties when 


the light, you were confronted by a 
small sign tacked up beside the switch. 
It read, “Hotel Madison, Electric 
Lighted, Steam Heated.” Underneath 
happy had added, 
“Bowled and pitchered.” 


some traveler 


But it was a good place to stay and 
room line at $1.50 


$2.50 if one of the two rooms with 
Besides, it 


rates were in 


available 


bathtub were 
was 50 miles from 
home. It would 
kill a half day to 
drive home and 


back the next day 
even if you didn’t 
get hung on 
high 


ruts cut deep by 


up 
center in 





big trucks follow- 
ing the spring 


Walter P. Gamble 


thaw. 


Money was getting cheap. Farm 
loans made at 6% per cent and 7 
per cent near the end of World War 
1918 were being refinanced at 
cent 


9¥% per cent and even 5 pet 
that is, if your loan was still good by 


1926 standards. 


One of our South Dakota borrow- 
ers, squeezed out of Iowa by the 1918 
prices of $400 to $450 per acre, had 
purchased a perfect Deuel County 
half-section for $125 per acre and my 
company had loaned him $50 per 
acre on it. In 1926 he offered it for 
sale at $75 per acre, but there were 
takers. The economic slide 


no slow 
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was on. Some of those high loans of 
the war period were being foreclosed. 
I had sixteen farms to look after. I 
sold eight before the stock market 
crash of 1929 and had to repossess 
every one. 

By 1933 you could buy the other 
half of that $125 Deuel County half- 
section, and equally good land, at $25 
per acre. Buyers were non-existent. In 
those days I proposed a money-making 
scheme for my company. I said, “Let’s 
buy up some of these $25 half-sections 
and put them with our $50-per-acre 
foreclosures.” You can guess the home 
office reaction to that one! 

So I dreamed up a way to make a 
doliar for myself. Farm loan field- 
men were in the favored economic 
group in 1933 with salaries of from 
$175 up to $200 a month. You could 
save a few dollars to invest or play 
with. When corn dropped to 10¢ a 
bushel in Sioux Falls, South Dakota, it 
was cheaper than the Pocahontas coal 
burned in our hot air furnace. | 
bought 2,000 bushels, Chicago futures, 
and put up the required margin of a 
nickel. 

Only once had I seen corn quoted 
lower than that. An elevator manager 
in Watertown, South Dakota, wrote on 
his bulletin board one day in October, 
1932, “No. 3 yellow corn 3¢; white 
corn 3¢ under.” Farmers burned it. 
They burned wheat. They burned 
cowchips, and some burned twisted 
straw. Drouth teamed up with eco- 
nomic troubles. Farmers mowed Rus- 
sian thistles a little on the green side 
for hay. They trapped grasshoppers 
for turkey feed. 


1960 


Tenants on insurance-company- 
owned farms fared better than the 
average. We fieldmen couldn’t look 
the tenant’s wife in the eye and say, 
“The company can’t afford new wall- 
paper for your kitchen.” Nor could 
we say to her husband, “The company 
can’t afford to rebuild the pasture 
fence. You will have to patch it up.” 

Fieldmen worked hard in those days 
to keep borrowers off the tenant list. 
I recall one Rock County, Minnesota, 
borrower who owned some good Bel- 
gian horses. I traded him one $900 
delinquent interest coupon for seven 
Belgians and took a mortgage on 
4,000 bushels of 10¢ corn for another 
$900 delinquent interest coupon. You 
had to have a cooperative home office 
to do that. And it turned out to be 
a lucky guess. Both the horses and 
the corn paid out, and this borrower 
kept his farm. Everyone concerned 
was pleased. 

In the sequence of events leading 
up to a farm foreclosure, buildings 
are neglected first, then taxes, and 
finally interest on the mortgage debt. 
By the time the lender acquires a farm 
he usually faces a major repair job 
on improvements. This was true in 
the 1930's. To be commended for 
their farsighted human approach are 
the major insurance companies for 
their part in the farm drama of that 
day. Theirs was the difficult and un- 
wanted job of rehabilitating, leasing, 
and finally selling thousands of farms 
acquired through foreclosure across 
the nation. 

As farm loan fieldmen (then 90 
per cent farm managers) tackled the 
new job of rehabilitating rundown 


[Things Past 


From a Career in Farm Lending 





farmsteads, improving drainage, and 
rebuilding the fertility of wornout 
land, the Land Grant Colleges and 
their Extension Services were of in- 
calculable assistance. The old North- 
west Farm Real Estate Association, an 
organization composed of farm lenders 
with common problems, often rallied 
over 100 fieldmen to hear discussions 
on farm building construction by Agri- 
cultural Engineering Department peo- 
ple. These were not discourses on 
theory; they covered specific prob- 
lems and practical facts put into oper- 
ation the next day. I thought a country 
carpenter would know how to brace 
a barn and mix concrete but soon dis- 
covered that a farm loan man also 
had to study up on farm building 
construction and repair. Older farm 
loan men will recall the crumbling 
concrete foundations resulting from 
the use of bank-run gravel or those 
short angle-cut 2x4’s laboriously fitted 
between barn studs for bracing, al- 
though a 1x10 board nailed from 
corner to corner at 45 degrees was 
eight times as strong and required 
one-eighth the work. 

There was a low point back there 
somewhere in the mid-thirties when 
the economic pendulum reversed di- 
rection and started up. Government 
took a hand and expanded its pater- 
nalistic farm programs at an accelerat- 
ing rate. Earlier the Republicans had 
tried the Federal Farm Board, buying 
wheat to boost the price. That didn’t 
work, so the Democrats tried the 
A.A.A. They were luckier than the 
Republicans. The Supreme Court 
threw out the scheme before it had 
time to bog down from its own con- 








By WALTER P. GAMBLE 


This is the way it was, this is the way lending 
on farms was done back in a day that seems 
rather far away now but actually wasn’t so 
long ago. It is a journey into the past, to a 
time when so many of the basic principles 
of mortgage lending were being set. Oh, things 
were different in those days. “I think the 
farm loan man of today has got to be smarter 
ee than I was,” says the author. “I don’t think 
that he has as much leeway as | had to cover his mistakes. With 
everything else going up, the break-even point in farming is a more 
complex business. There are a host of new items on the cost side 
of the farmer's ledger and Mama’s chickens don’t cover house 





expenses any more.” As for the government, well, these were the 
days when the Federal Land Banks were beginning their entry into 
the field of farm mortgage financing. And the end is not in sight 
says Gamble—the “impact of (its) indirect subsidy on farm credit 
will increase in future years as it drives private credit to other 
fields and leaves the farmer in the hands of a government 


agency as his only source of mortgage credit. 


wv 


Mr. Gamble has had wide and varied 
experience in agriculture and agricultural 
credit throughout his career. He is a graduate 
of the University of Minnesota, was County 
{gent in Howard County, South Dakota, and 
a partner in the firm of Edmison-Gamble 
Company of Sioux Falls, South Dakota, prior 
to joining Connecticut General Life Insurance 
Company in 1931. He was manager of 
Connecticut General's branch farm loan offices in Sioux Falls and 
Sioux City, lowa until 1939 when he was transferred to the Home 
Office. He became manager of the Farm Loan Department in 1943 
and was in that position until June, 1960, when he retired. Since 
then he has become manager of the Albemarle Realty & Mortgage 
Company at Washington, North Carolina, a company specializing 
in the sale of re-claimed and developed farm lands in the coastal 
area of eastern North Carolina. 
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fusion. Then there was the W.P.A. A 
farmer couldn’t hire part-time help 
because getting back on W.P.A. was 
too onerous a task after a week or two 
of picking corn. Along about the same 
the N.R.A. the scene 
with its 40¢-an-hour minimum wage. 
We had several crews working on farm 
building repair—boss men at 60¢ an 
carpenters at 50¢, 
second-class carpenters at 40¢, nail 
pullers at 30¢. Help was plentiful, so 
employers cooperated with N.R.A. by 
passing the 30¢ men back to W.P.A. 
We rebuilt miles and miles of tum- 
bledown fences. Truckers were making 
a good living bringing cedar posts 
from the northern Minnesota 
woods and selling them at 15¢ apiece. 
Farmers cut them in the winter up 
there and traded them in at the local 
stores. But post cutting dropped to 


time entered 


hour, first-class 


down 


a poor second when the big relief 
program got under way. Bacon and 
eggs went with relief, while fence 


post cutting was at the oatmeal level. 

These were trifling problems for 
the farmer and the farm loan man 
compared with what and 
lives with us today in the crop allot- 


followed 
ment programs—cotton, rice, tobacco, 
peanuts, wheat. If you are in on the 
deal by virtue of having grown cotton 
in the past, your cotton allotment acre 
is worth $250 in Mississippi and about 
$200 in the South Plains of Texas. 
This is not the price of land. It is the 
extra price you have to pay for land 
for each acre of this privileged crop 
may legally. Arkansas rice 
allotments are worth $250 per acre, 
North Carolina tobacco allotments 
$1,000 per acre 

Here we have private monopoly 
Federal Government blessing 
protected by making it a crime for 
outsiders to The 
Government’s multi-billion dollar pile 
of surplus farm products was spawned 
in this subsidized allotment monopoly 
program. That pile is now over $7 
billion in size, and operating it cost 
$795 during the last fiscal 
year according to the Department of 
Agriculture. The avowed purpose of 
the crop allotment laws is to keep 
prices up. But history records, over 
the centuries, more laws and edicts 
to protect the hungry populace than 
to enrich the farmer. We happen to 
be flush with food today, but this is 
not the pattern of history. 

Another drain on the pocketbook 


you grow 


under 


raise these crops. 


million 


of the farmer (or farm loan man or 
banker) who is not a beneficiary under 
one of these paternalistic government 
deals is the Federal Land Bank sys- 
tem. Through this system a small frac- 
tion of the farmers of this country 
have shared as Land Bank borrowers 
in the fruits of their neighbors’ labor. 
Subsidies out of the Federal Treasury 
to the Federal Land Banks and their 


borrowers include: 


> Beginning in 1933, and for the next 
ten or eleven years by Act of Con- 
gress, a part of each Land Bank bor- 
interest paid by the 
United States Treasury. Federal Land 
Banks dipped into the public treasury 
for $277 million on this one item. 


rower’s was 


> As a further dole to keep the Land 
Banks from going broke, Congress 
obligingly bought $125 million worth 
of Land Bank stock and then supple- 
mented this with $187 million in a 
fund called “paid in surplus.” The 
Land Banks had the use of this money 
for all or a part of fifteen years, then 
finally returned it to the Treasury 
without interest or dividend. At 3 per 
cent on the average outstanding bal- 
ance in these two items a private cor- 
poration would have paid $80 million 
in interest. 


>» Federal Land Banks are exempt by 
Congressional action from paying in- 
come taxes. Their major commercial 
competitors in the farm mortgage busi- 
ness are the insurance companies and 
banks. Insurance companies now pay 
from 11 per cent to 18 per cent of 
their net investment income in Fed- 
eral income taxes alone, and the com- 
mercial banks about 40 per cent. Sav- 


ings of “individuals and _ others” 


invested in land mortgages or con- 
tracts make up 40 per cent of the 
total farm mortgage debt and each 1s 
taxed according to his income bracket. 
This includes the small retired farmer 
who has sold his land and is carrying 
back a purchase money mortgage and 
has to pay at least 20 per cent. 

The impact of this indirect subsidy 
on farm credit will increase in in- 
tensity in future years as it drives pri- 
vate credit to other fields and leaves 
the farmer in the hands of a govern- 
ment agency as his only source of 
mortgage credit. The Land Banks 
should be required to pay income taxes 
comparable with private enterprise. 
What private investor paying this 
substantial portion of net income in 
Federal income taxes alone can stand 
against a competitor paying none? 
This arrangement should be abolished. 
It moves us along towards Karl Marx’ 
goal—centralization of credit in the 
State. 

I get tired of hearing about this 
“wholly farmer-owned cooperative,” 
the Federal Land Bank system, stand- 
ing on its own sturdy two feet. The 
facts are it is strictly an instrumen- 
tality of the Federal Government that 
has been subsidized with hundreds of 
millions of dollars extracted from 
other citizens for the benefit of about 
one-eighth of the farmers of the na- 
tion. 

The past twenty years have been 
unique in the farm loan business, Dur- 
ing this period inflation, urban expan- 
sion, improved technology and com- 
peting lenders have covered up 
mistakes we made in appraising farms 
and ranches and in recommending 
loans. 
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To illustrate, Illinois land in Cham- 
paign and Piatt Counties worth $200 
an acre in 1940 advanced year after 
year until it reached $600 and $700 
an acre. Mortgage loans followed the 
forward movement starting with $100 
per acre 4 per cent loans in 1940 and 
climbing to $300 per acre, 6 per cent 
loans in 1960. Taxes joined the climb. 
Down in Mississippi County, Arkan- 
sas, you could buy good farmland at 
$150 an acre in 1945. Now you can 
borrow $200 an acre on it. Western 
ranches climbed from $150 per animal 
unit of carrying capacity to $500 and 
$600. How could we farm loan men 
guess wrong? 

I think the farm loan man of to- 
day has got to be smarter than I was. 
I don’t think that he has as much 
leeway as I had to cover his mistakes. 
With everything else going up, the 
break-even point in farming has also 
gone up and farming is a more com- 
plex business. There are a host of new 
items on the cost side of the farmer’s 
ledger and Mama’s chickens don’t 
cover house expenses any more. 

Youngsters in the farm loan busi- 
ness whose experience lies largely dur- 
ing this long price climb will do well 
to remember that people generally in 
every country and in every age have 
tried to borrow all they could get, 
and what they could get from lenders 
in good times has often been more 
than they could repay in bad times. 

There are many rewards in the 
work of a farm loan man in addition 
to his pay check. Few occupations of- 
fer such limitless opportunities to en- 
joy a vital role in the life of rural 
America. There’s the old type family 
farm, a way of life loved for itself, and 
still predominant. And the new type 


“There are many rewards in the work of a farm loan man in addition 


to his pay check. Few occupations offer such limitless opportunities 


to enjoy a vital role in the life 


of rural America. There’s the old 


type family farm, away of life loved for itself, and still predominant. 


dnd the new type farm, strictly commercial, to make money, some 


» 


corporate-owned, each with its tax consultant and accounts that no 


one understands but the accountant. You deal with major lifetime 


problems. Decisions have far-reaching effects on the lives and fortunes 


of those you deal with... . . 4nd 


all these and enjoy the passing scene 


as a farm loan man you keep abreast of 


but always be ready to 


interpret it in dollars for the mortgage committee.” 


farm, strictly commercial, to make 
money, some corporate-owned, each 
with its tax consultant and accounts 
that no one understands but the ac- 
countant. 

You deal with major lifetime prob- 
lems. Decisions have far-reaching ef- 
fects on the lives and fortunes of 
those you deal with. A young couple 
in Missouri have saved and want to 
buy 80 acres. It will be their land, 
their home. A Texas father dies. Some 
of the children want to ranch, some 
do not, and there must be financial ar- 
rangements. A cattle-feeding corpora- 
tion in Louisiana or California wants 
to enlarge—more pens, more cattle, 
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more operating capital. You become 
part and parcel of the varied problems 
of American agriculture. You marvel 
at the work of the dedicated men and 
women in our research centers and 
schools who uncover new wonders of 
and show us how to utilize 
them. You marvel at the mechanical 
gadgets contributed by competing 
business enterprise that have taken 
the drudgery out of rural life and up- 
set the economics of it. 


nature 


And as a farm loan man you keep 
abreast of all these and enjoy the pass- 
ing scene—but always be ready to in- 
terpret it in dollars for the mort- 
gage committee. 
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SERVICING TIPS 





Joseph L. Engleman, Chairman 


from the TOP 


About mortgage loan servicing from the Mortgage Servicing Committee 


® Column Conductor, Donald A. Luff 





Devising Additional Services 


Means Additional Income 


N EVERY SECTION of the coun- 
try many commercial and savings 
banks, building and loan associations, 
mortgage companies, and other finan- 
cial institutions are faced with the fact 
that their serviced loan portfolios are 
not large enough to justify automa- 
tion. They are asking this question, 
“Is there a service available whereby 
we could reap the advantages of au- 
tomation today without waiting until 
our portfolio of mortgage loans in- 
creases to a point where we could 
economically justify an installation?” 
One answer is the service bureaus 
which perform various operations on 
punched cards on a contract basis, or 
the the 
larger cities which specialize in mort- 


service bureaus in some of 
gage loan accounting. 

Our company recognized this prob- 
lem and felt that this was a service 
that it could offer to these banks and 
other institutions on their 
loans on a fee basis. We had the ex- 


mortgage 


perience in mortgage loan servicing, 
the trained personnel, and the data 
processing equipment necessary to 
perform this operation. (The mort- 
gage loans referred to in this article 
are those originated and serviced by 
the client institution directly.) 

With these thoughts in mind, a 
definite decision was made to work 
out a system whereby a punched card 
accounting service could be provided 
that would be both economical to 
prospective clients and profitable to 
our company. To accomplish this, it 
was necessary to proceed with the ut- 
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dnd everyone would like to get some additional income to supplement the 


income he has 


but not every firm can do so. This one did; and if you're 


geared to the electronics era, have the same kind of equipment and the 
same conditions exist with you as they did for this Company, you 
might be able to do the same thing. What this Company is doing 
provides a good insight into the magnitude of the Electronics Age 
which has arrived in mortgage banking. 


By THOMAS J. MELODY 


Vice President, The Lomas & Nettleton Company, 


New Haven, Connecticut 


most caution. A study was made of 
the operation of a highly successful 
service bureau which specializes in 
data processing for a number of fi- 
nancial institutions on its mortgage 
loans. As a result, we decided that all 
forms, cards, and general operating 
procedures should follow exactly the 
format of loan opera- 
tions. This would assure uniformity in 
the processing of data on these ac- 
counts with the same IBM panels that 
are used on our serviced loans. 

Only the mechanical functions of 
mortgage accounting are performed 
on these loans; all other service func- 
tions are handled by the clients. 

A uniform contract was drawn in 
which we agreed to perform specific 
operations, such as the timing of vari- 
ous reports, the forms to be used, 
controls, methods, and the cost of 
each operation. 

In January, 1959, the first mortgage 
loan portfolio was set up for an out- 
of-state mortgage loan company 
which decided to take advantage of 
this new service. Since then the op- 


our serviced 


1960 


eration has grown substantially. New 
accounts and additional services will 
be added as soon as personnel are 
trained and additional equipment is 
available. In an operation of this 
kind the servicer should proceed care- 
fully and correct unforeseen problems 
as they arise. The interest shown by 
savings banks, building and loan asso- 
ciations, and other lenders in this 
service surpassed our expectations. 
After a client has decided to trans- 
fer his portfolio to a data processing 
service, the servicer’s first step should 
be to meet with the operational per- 
sonnel of the institution and work out 
a system of coding. To provide a 
client with the statistical data he 
needs for periodic analysis of opera- 
tions and for identification of his loans 
by area, interest rate, class, etc., a 
series of codes must be set up. To 
eliminate the necessity of renumbering 
records, his present loan number 
should be incorporated if practical. 
The personnel in charge of this con- 
version should make a thorough study 
of the client’s present mortgage opera- 


tions—even to the paying habits of 
the borrowers. If a client fails to in- 
sist that his borrowers pay according 
to the amount billed, he will be 
charged a fee for each individual 
change, as it is most important that 
such changes be kept to an absolute 
minimum. 

We have worked out two methods 
of converting manual bookkeeping 
records to punched cards; either one 
functions well. The first system is to 
furnish the client with “New Loan 
Set-Up Sheets” (Exhibit No. 1 below) 
upon which the personnel of the client 
institution lists all data except “inter- 
est paid to date,” “mortgage bal- 
ance,” and “reserve balance.” When 
the client’s personnel has set up all 
data on the set up sheets and coding 
has been completed, the sheets are 
turned over to our Key Punch section. 
After this data has been key punched 
into IBM cards, listings are run for 
proof readings. When we are satisfied 
that our punched cards are correct, a 
date for complete conversion is mutu- 
ally agreed upon between our com- 
pany and the client — usually about 
the 15th of the month, when the flow 
of daily payments is at a low point. 
The client manually posts all collec- 
tions through this date to his ledger 
cards. After posting has been com- 
pleted, the client prepares a trial bal- 
ance which reflects the principal and 
reserve balances of each loan under 
service. After proving the totals from 


HOME OF FICE USE ONLY 
Ledger Cord___ 
Cross Index 


Tab Records 


this trial balance to controls, the 
client inserts the reserve balance, 
principal balance, and the interest 
paid to date on the original set-up 
sheets. Adding machine tapes are run, 
proving the accuracy of these figures. 
These set-up sheets and adding ma- 
chine tapes are then delivered to the 
IBM section of our company for key 
punching. After this operation has 
been completed, listings are run and 
totals are taken of key punched data, 
which must tie into the totals sub- 
mitted by the client. A copy of this 
listing is sent to the client who, after 
verifying the accuracy of all data, ap- 
proves the copy and returns it to the 
servicer. This listing constitutes the 
opening balances from which block 
controls are set up. 

Another method of conversion, 
which we used successfully, is to 
photograph the client’s present ledger 
cards instead of having him prepare 
a set-up sheet. Our key punch op- 
erators punch all data from these 
photographs, except “interest paid to 
date,” “principal” and “reserve” bal- 
ances. At the point of actual transfer 
of processing, the client inserts this 
information upon listings prepared in 
our IBM department from data pre- 
viously set up. When this information 
has been set up and proved, the bal- 
ance of the conversion follows the pat- 
tern explained in the first method of 
transferring data from manual to 
punched card accounting. From this 


EXHIBIT | 


NEW LOAN SET UP RECORD 


The Lomas & Nettleton Company 


point on, the mechanical functions of 
bookkeeping are in our hands as the 
client will discontinue manual opera- 
tions. 

Our next step is to prepare “mort- 
gage due” cards for each payment due 
and unpaid. This card reflects the 
loan number, date due, and the com- 
plete allocation of the payment. Daily 
listings of payments paid, monthly re- 
mittances, and arrears listings are pre- 
pared from these cards. A new deck 
of “mortgage due” cards is prepared 
about the 20th of each month, when 
we update our file or compute the 
payments that will become due the 
first of the following month. 

“Cashier” cards (see Exhibit No. 2) 
are reproduced from the “mortgage 
due” cards and show exactly the same 
data. A deck of these cards is for- 
warded to the client bank to give him 
an “on the premises” record of the al- 
location of all unpaid payments. 

Borrowers’ “payment” cards (see 
Exhibit No. 3) are prepared and 
made ready for mailing to each bor- 
rower on the date of final conversion 
to punched card accounting. These 
are enclosed with return envelopes 
which route payments to the client, 
plus a letter of instructions from the 
client advising the borrowers of the 
change. We prepare these payment 
cards for each borrower by the town 
location of the property. As the tax 
due dates vary by towns, we plan to 
analyze the reserve accounts of all 
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loans within a particular town during 
the month taxes were payable. After 
reserve analyzed 
(using our system of mechanical anal- 
ysis 


accounts have been 


new monthly 


payments are 
computed and payment cards, plus a 
“payment change notice,” which sets 
out the of 


monthly 


breakdown the new 
the 


When sending out 


payments, are sent to 


client for mailing 


the initial payment cards for a new 


client, the dates of payment changes 
by town 


are pre-determined and 


agreed upon between the client and 
our company. The number of monthly 


payment cards sent 


the 


[his system distributes 


to borrowers 1S 


determined by 


town code of a 
particular loan 
the mailing of 12 new payment cards 
quite evenly throughout the yea 
Briefly, our daily operations begin- 
ning with the point of conversion are 
follows: As payment 


cards commence with the first of the 


as borrowers’ 


month following conversion, the client 


merely lists payments collected by 
loan number and total amount for a 
few days, until cashier cards are de- 
livered 


to him 


He manually pulls 
these cards to correspond to payments 
listed by date paid, and forwards them 
to our IBM section, which uses them 
as finder cards to mechanically pull 
mortgage due cards and prepares list- 
ings to tie into daily collections 
returned 


These 
the client 


cards to 
“paid file.” New mortgage 


are 
file in his 


to 

















card in the return pre-addressed en- 


velope directly to the client. The | 


Le-eo sa oeeee? 
-<-0se> 


te 

due cards are computed for all pay- 

ments to become due the first of the 

foll h, and cashier cards | ie 

ohowing month, and cashier Cards ATE! be ae ‘ 

are reproduced for client’s cashier Be | me} $383 : 

section. Effective the first of the fol- Tr . Bit: i 

' 
lowing month and each month there- ws ) a : 
ees 

after, the borrower mails his check : } +4 ; : 

or money order with his payment | ee H 
- ~ 
: H 
: 
i 

‘ ' 

client manually pulls corresponding | ' 

= s : j ' 

cashier cards and balances to cash col- smite 

lected. These cards are held by date ns 


paid in the client’s “in transit” file, 
while the payment cards are sent to 


our office to be used as “finder” cards 


to mechanically pull mortgage due 
cards. A detailed listing of daily collec- 
tions is forwarded to client for filing. 
When this listing is received, the client 
files the cashier cards held in his “in 


transit” file to his paid file. 
“The “cashier” card gives the client 
a record which is identical to the 


“mortgage” card held in the office of 


the servicer. The client has informa- 


tion at hand of the allocation of all 
payments paid to date, as well as the 
allocation of unpaid payments. This 
card may also be “flagged” for pay- 
ments he does not want accepted, as 


well as a media for collection fol- 
low up. 
Having this cashier card “on the 


premises” will help dispel the fear of 
the client who is concerned that col- 
lection media may be lost in transit. 


Delinquent notices (see Exhibit No. 
4) are prepared after processing pay- 
ments received through a date de- 
cided upon by the client for mailing. 
This first notice is usually mailed 
about the 8th of the month. A second 
notice is prepared usually after receipt 
of the 15th of the month’s receipts 
and it is similar in format to the first 
notice. Late charges are computed on 
both notices if the client wishes. 
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Electronics development is opening up fields undreamed 


of not long ago. 


Everyone, in our industry as in almost 


every other, wants the advantages of automation but not 
everyone can afford it when he makes up his mind to have it. 
What Mr. Melody outlines is a development that few 


would have contemplated as late as a few years ago. 


Nor 


would anyone have believed it possible for one of 

country’s major securities exchanges to propose that, with 
the equipment it has to handle every bit of the record- 
keeping for all its member firms—and that was 


proposed within recent weeks. 


Listings are furnished to the client 
upon request on loans within a certain 
town, when the client wishes to re- 
quest tax bills; also listings within the 
same town of accounts where reserves 
are not collected for taxes, and the 
client wishes to verify that taxes are 
paid. The client may obtain, upon re- 
quest, an analysis showing loans by 
class, type, town, rate, maturity, pres- 
ent balance, appraisal value, etc. Sta- 
tistical information may also be ob- 
tained quickly for annual meetings 
and board meetings. We require, how- 
ever, that sufficient advance notice be 
given so that our daily schedule is not 
upset by requests for data. 

A record of historical data is in- 


SERVING THE CALIFORNIA INTERESTS OF THE NATION'S LEADING INVESTORS... 





EDWIN E. BRATTAIN 


Builder — Fullerton, California 
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terpreted to ledger cards on a daily 
basis (see Exhibit No. 5). This opera- 
tion is performed on an IBM 557 
Interpreter with Selective Line Print- 
ing. This ledger card also serves as an 
“annual statement of account” for 
each borrower. Prior to mailing, the 
card is microfilmed for a permanent 
historical record of activity. These 
historical cards in most cases are re- 
tained in our office and if the client 
needs a particular card, he is mailed 
a photo-copy upon request. 

At the end of each month a com- 
plete trial balance is run, showing the 
principal balance of each loan, re- 
serve account balance, and date to 
where interest is paid. This trial bal- 


TRACT LOANS 


CONSTRUCTION AND TAKEOUT 


CHRISTIAN M. GEBHARDT 
Assistant Vice President 


E. MORGAN 
Executive Vice President 


ance is accompanied by listings of ar- 
rears and prepayments, which tie into 
block control sheets. This proof sys- 
tem has the approval of the Connecti- 
cut Banking Department and simpli- 
fies the examinations of the client 
banks by bank examiners. 

Uniform procedures and forms have 
been set up covering disbursements 
from reserves for taxes and insurance, 
in addition to time schedules covering 
everyday operations for all institutions 
using this data processing service. 
These time schedules, procedure man- 
uals, and uniformity of form design 
are excellent insurance toward assur- 
ing an orderly accurate operation. 

A system of mechanical analysis of 
reserve accounts is provided for our 
client if he wishes to pay for this ad- 
ditional service. The reserve accounts 
on these investor direct serviced loans 
are analyzed with our serviced loans, 
the actual computation being per- 
formed on an IBM 650 Computer. 
New payment cards based upon this 
analysis are mechanically prepared, 
as well as notices of payment change 
for the borrower, and a detailed list- 


ing showing how the shortage or 
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was determined. A 
furnished that he 
quickly answer his borrowers’ ques- 
tions their monthly 
payments, and how shortages or over- 


overave copy 1s 


the client so may 


relative to new 
ages were determined. 

A service is also provided to those 
institutions which wish to 
their portfolio of serviced 


financial 
convert 
loans from manual bookkeeping to 
their own IBM installation. Our com- 
pany recently completed the transfer 
of 7,000 mortgage loans to IBM data 
processing for a local savings bank on 
a contract basis. We also trained their 
personnel in our IBM department for 
several months prior to conversion. 
All data was set up and key punched 
in the manner explained earlier. All 
forms IBM 
were wired, and procedure manuals 
were written covering each operation 


were designed, panels 


for the savings bank by our systems 
personnel. 

Other services under study are 
IBM data processing service on sav- 
ings accounts, Christmas clubs, vaca- 
tion clubs, and school savings ac- 
Studies are being made of a 
system of economical wire transmission 
of data, punched tape application, 
Some of these new services will be 


an 


counts. 


etc 
in operation within a few months. 

Following is a brief summary of 
this data processing service and what 
it can do for the client: 

|. Eliminate the manual posting to 
individual mortgage records. 
Furnish modern punched card 


nm 


bills to borrowers. 
3. Maintain 
record on all mortgages, coded so 


a complete historical 


as to provide innumerable sta- 
tistics upon request. 

+. Furnish an annual statement for 
each borrower as of the close of 


business each year, which vir- 
tually eliminates calls for this 
data. 

5. Prepare delinquent notices (in- 
cluding late charges) on dates 


mutually agreed upon by client 

and servicer. In many cases 
notices are mailed directly to the 
borrowers by the servicer, which 
affords the client excellent con- 
trol. ) 

6. Prepare a list of arrears for col- 

lection department 

Prepare lists for tax department 

by town upon request. 

8. Furnish a trial balance at month- 


end of principal and reserve bal- 


~~ 
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ances. (These balances are proved 


and arrears are tied into block 
control sheets. ) 
9. Furnish an itemized listing of 


each day’s receipts daily, showing 
allocation to interest, principal 
and reserves tied into total col- 
lected. 

10. Furnish gummed labels which 
show name and address of each 
borrower for mailings, arrears, 
etc. 

11. When examiners appear, a phone 
call obtains a complete trial bal- 
ance the next day showing data 
examiners request. 

12. Provide an historical ledger card 
for each loan. 

13. Furnish a “cashier” card on each 
loan monthly so the client will 
have an internal control on all 
payments due, in transit, and 
paid daily. Card also has space for 
collection follow up, date paid, 
allocation of payment, principal 
balance of loan, etc. 

14. Analyze each borrower’s reserve 
account mechanically. 

By converting now the client can 
reap the advantages of data process- 
ing without the investment in equip- 
ment and the specialized personnel 
necessary to operate it. 

We believe these are services which 
may well be offered to banks and 
other financial institutions by mort- 
gage bankers who are equipped to 
provide this service. These services, in 
addition to being valuable to present 
and potential clients, can be “bread 
and butter” income to the mortgage 
banker. It also can effect greater ma- 


chine utilization and cut the cost 
of supplies used on serviced loans 
through the discounts that can be 
demanded on larger volume _pur- 
chases. 


Mortgage bankers who contemplate 
offering this service should keep in 
mind one fundamental difference be- 
tween this type of data processing 
service and servicing mortgage loans 
for institutional investors under serv- 
ice contracts: As the mortgage banker 
does not handle cashiering, reserve 
account disbursements, customer rela- 
tions, etc., he must depend upon the 
personnel over which he does not have 
direct supervision to perform these op- 
erations. How well this personnel is 
indoctrinated in the new system and 


1960 


follows procedures manuals is usually 
up to the management of the client 
institution. Both management and op- 
erational personnel should be made to 
understand that the success or failure 
of this conversion of data processing 
may depend upon how well they fol- 
low the instructions set up by the 
‘ompany offering the service. 


TIME OF CONFLICT: A time of 
conflict it has been indeed, these past 
few years, what with one type of sav- 
ing institution criticizing another, one 
group questioning the tax status of 
another group and, in general, a pe- 
riod of utmost uncertainty. One of 
these minor conflicts developed in 
New York State where, it was con- 
tended, these institutions ought to 
give more attention to mortgage lend- 
ing within state boundaries and not 
so much to out-of-state lending. The 
Savings Banks Association of New 
York State commissioned a study on 
the subject, an exhaustive and thor- 
ough study of every aspect. 

That home financing by New York 
State savings banks is vital to the 
growth and prosperity of both New 
York State and the nation was the 
principal finding by Chester Rapkin, 
Professor of Finance, Wharton School 
of Finance and Commerce, Univer- 
sity of Pennsylvania. He also finds 
that any restriction on out-of-state 
lending by the state’s savings banks 
would prove costly to the people of 
the state. 

The study is titled “Geographical 
Pattern of Mortgage Lending by New 
York State Savings Banks.” It was 
commissioned in order to aid in evalu- 
ating the economic and financial con- 
sequences of restricting out-of-state 
lending by the 127 savings banks of 
the state. 

Professor Rapkin, on completion of 
his study, reported that the New York 
State savings banks lend money out- 
side the state only after local needs 
are met. 

Other major findings by Professor 
Rapkin include: 

|. Out-of-state lending by New 
York State savings banks has not 
caused any neglect of local needs. 

2. Savings banks, commercial 
banks, insurance companies and sav- 
ings and loan associations all lend 
outside of the state—and commercial 
banks and insurance companies do 

(Continued on next page) 


People : 


Dwyer-Curlett and Company, Los 
Angeles have opened a San Diego 
mortgage loan office, Roger C. Olson, 
executive vice president, announced. 
In charge of the 
operation as resi- 
dent manager will 
be David J. Stagg, 
recently associated 
Percy H. 
Goodwin Com- 
pany as loan offi- 
cer. Mr. Stagg has 
been in the mort- 
gage field for eight 


with 


David J. Stagg 


years. 

He presently serves on the appraisal! 
committee of the San Diego Mortgage 
Bankers Association and the residen- 
tial the San 
Diego Chamber of Commerce. 


research committee of 


Four Arizonans prominent in the 
real estate and mortgage fields took 


more out-of-state lending than local 
lending. 

3. A restriction on 
lending by mutual 
might be considered a hostile act by 
states adversely affected by it. Such 
action could, therefore, motivate a 
series of retaliatory counter measures 
that would prove costly to the people 
of New York State. 

+. To the extent that a restriction 
on lending activity in other states 
succeeds in curtailing the outflow of 
credit New York State, credit 
conditions in capital deficit areas . 
would tighten further. 

5. The income 
banks arising from such a curtailment 


out-of-state 


savings banks 


from 


loss to savings 


of operations (a restriction on out-of- 
state lending) would require a reduc- 
tion in the dividend paid to savings 
bank depositors of per 
cent. This would, in fact, constitute a 
discriminatory tax on mutual savings 
bank depositors, a group which con- 
tains a higher proportion of persons 
in the lower income brackets than do 


one-qual ter 


any other forms of savings. 





: Events 
: Places : 


time out at a Valley National Bank 
luncheon held in its new $1.5 million 
5-story office building in Mesa, to dis- 
cuss rapid growth of Arizona’s third 





from 


largest city. They are left, 
seated) James Tree, president, Ari- 
zona Association of Realtors; Ralph 
Bruneau, Valley Bank vice president 
and senior loan officer managing 
VNB’s statewide mortgage banking 
activities; (standing) L. E. Farney, 
president, Mesa-Chandler- Tempe Real 
Estate Board, and W. J. Asher, VNB 
vice president and manager of its 
Mesa area offices. During the week 
preceding formal opening of new Val- 
ley Bank Building, approximately 1000 
members of Mesa area business groups 
and service clubs held luncheon meet- 
ings in the city’s new landmark. After- 
wards they toured the 65,202-square 
foot structure and received souvenirs 
of the occasion. Valley Bank is now 
+2nd largest in nation and operates 
65 offices in Arizona, including at 
least one in each of state’s 14 counties. 





William Wood Nelson, a son of 
MBA Board member and Mrs. Nor- 
man H. Nelson, was graduated from 


Yale Law School and is now em- 
ployed by Doherty, Rumble and 
Butler, law firm in Saint Paul. Vale- 


dictorian of his high school class, he 
was graduated cum laude from the 
University of Minnesota and served 
as a Lt. j.g. in the Navy. 

Two of the Southwest’s oldest title 
companies Arizona Title Guaran- 
tee & Trust Company and the First 
American Title Insurance and Trust 
Company of Phoenix — have formed 
an affiliation which will have re- 
sources in excess of five million dol- 
lars, it was announced by Lewis W. 
Douglas, Sr. 


Julius I. Kislak, founder and presi- 
dent of J. I. Kislak, Inc., Jersey City, 
is on a United Jewish Appeal study 
mission to Europe and Israel. He is 
one of 125 American Jewish Commu- 
nity leaders making a survey of the 
“continuing needs of 600,000 Jews 
overseas.” 


Directors of Franklin Mortgage 
Corporation, Detroit, elected George 
A. Gardella a vice president. He is 
chairman of Gardella 
Company, and vice president and di- 
rector of Beatrice Foods Company. 


George A. 


oseph T. Lyons has resigned as 
P } 


vice president of Land Title Co., 


Chicago. 
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New Members in MBA 


CALIFORNIA, Los Angeles: In- 
vestor’s Mortgage Service Co., R. B. 
Morey, executive vice president. 

CANADA, Toronto: North Ameri- 
can Life Assurance Company, J. Lynn, 
superintendent of mortgages 


COLORADO, Loveland: First Na- 


tional Bank in Loveland, Ben H. 
Gregg, Jr., vice president. 
DELAWARE, Wilmington: Hast- 

ings, Taylor and Willard, Clarence 


W. Taylor, partner. 

FLORIDA: Eau Gallie: American 
litle Insurance Company, M. H. 
Wertz, loan officer and manager; Fort 
Lauderdale: American Title Insur- 
ance Company, Howard J. Murphy, 
vice president and manager; Gaines- 
vile: Mortgages of Florida, Inc., 
Alonzo Frank Green, Mi- 
ami: Lawrence A. Epter & Associates, 
Inc., Howard F. Knox, 
president; Mershon, Sawyer, Johnston, 
Simmons & Dunwody, Robert B. Cole: 


president ; 


resident vice 


Washington Security Company, Jack 
R. Courshon, president; Miami 
Beach: Mercantile National Bank 

Miami Beach, F. M. Dickey, vice 
president; Orlando: American Title 
Insurance Company, E. W. Crow, 


assistant vice president and manager; 
Ballard Mortgage Com- 
Adler Rothschild, 
Beach: American 
Insurance Company,. Robert S. 
assistant vice president and 
manager; West Palm Beach: American 
litle Insurance Company, E. T. Har- 
gadon, vice president and manager. 

GEORGIA, Columbus: Columbus 
Mortgage & Company, 


Pe nsac ola: 


pany, Inc., vice 


president; Vero 


Title 


Crane, 


Investment 


Lee J. Shepherd, vice president; De- 
catur: National Home Loans, Inc., 
Sam V. Greene, vice president. 
HAWAII, Honolulu: First National 
Bank of Hawaii, Frank Wood, vice 
president 
ILLINOIS, Elein: Mortgage Asso- 


ciates, Inc., Robert E. Skeels, branch 


manager 

KENTUCKY, Louisville 
Kentucky Mortgage 
Raymond C, Guy, secretary-treasurer: 
Paducah: Central Kentucky Mortgage 
Company, Jack P. Rottgering, 


Central 


Company, Inc., 


In es 
vice president. 
LOUISIANA, Neu 
Glade 
Campell, partnet 
Corporation, Julian R. Carruth, presi- 


O; le ans: 
Morris 
Carruth Mortgage 


Campbell, and Levy, 


dent 
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MASSACHUSETTS, Florence: 
Florence Savings Bank, Theodore F. 
Behringer, president; Lawrence: Law- 
rence Savings Bank, Harold S. Buck- 
ley, president. 

MICHIGAN, Detroit: 
Mortgage Corporation, Robert W. 
Hubert, president; Lansing: Walter 
Neller Co., Admiral Foerch, secretary. 

MINNESOTA, South St. Paul: 
Associates, Inc., Joseph F. 
Harrington, branch manager. 

MISSOURI, St. Louis: G. J. 
Nooney & Co., Joseph H. Schenk, vice 
president. 

MONTANA, Missoula: The First 
National Bank of Missoula, Randolph 
Jacobs, vice president. 

NEW JERSEY, Jersey City: Hud- 
son County National Bank, A. J. Pal- 


Consolidated 


Mortgage 


assistant cashier. 


mer, 
NEW YORK, New York: J. Hal- 
perin & Company, Inc., John Hal- 


perin, president. 
NORTH CAROLINA, Raleigh: A. 
V. Anderson, A. V. Anderson, 
Jr., president. 
OHIO, 
Edward C., 


Inc., 


Zook, 


presi- 


Cincinnati: Jay F. 
Inc., Ritchie, vice 
dent. 

OKLAHOMA, Tulsa: 
Mortgage Company, W. J. 
executive vice president. 

PENNSYLVANIA, Drexel Hill: 
Bond Inc., Arthur C. 
Jones, secretary. 

TEXAS, Austin: 
vestment Corporation, G. L. 
assistant vice president and manager; 
Fort Worth: Continental Life Insur- 
ance Company, A. Perkins, ex- 


Mager 
Bashaw, 


Associates, 


Lumbermen’s In- 
Francis, 


Guy 
ecutive vice president. 
WISCONSIN, Ne é nah . A. iba 
Grootemaat & Sons, Inc., William R. 
Thompson, assistant vice president. 


MORTGAGE EXECUTIVE 
AVAILABLE 
creative, congenial, complete 
all procedures. Installed pro- 
Managed allied insurance 
Write Box 692. 


CPA .- 


Energetic, 
knowledge 
gressive systems. 
operation. Heavy on taxes. 








MORTGAGE BANKER 
Full charge of complete Mortgage Depart- 
ment of well established Baltimore mort- 
gage banking and real estate firm. Must be 
experienced producer (30-40 vears of age) 
in commercial as well as residential loans 
and have experience in representing major 
life companies and New York savings banks. 
Substantial salary, plus generous profit shar- 
ing opportunities with a firm with unlimited 
«rowth possibilities, that is well established 
and well respected in mortgage banking and 
real estate circles in its area. Please write 


Box 689 























PERSONNEL 


AND NEEDS 
In answering advertisements in this column, 
address letters to box number shown in care of 
The Mortgage Banker, 111 West Washington 
Street, Chicago 2, Illinois. 











Available, due Pennsylvania mortgage firm’s 
merger with banking institution: Married. 
Age 34. 7 years experience, branch opera- 
tions; specialist new construction and 
builder operations, FHA, VA, FNMA; re- 
sponsible for 12 county area, central Penn- 
sylvania; commercial loan procedures. Uni- 
versity graduate ; MBA School of Mortgage 
Banking. Five figure income currently. Pre- 
fer central Pennsylvania location, repre- 
senting life company, mortgage firm or ag- 
gressive commercial banker. Write Box 690. 


SALES POSITION 
Major Philadelphia Insurance company 
needs mature man with mortgage, or insur- 
ance background to train representatives 
and call on presidents of mortgage and 
banking institutions concerning debt can- 
cellation, mortgage disability and special 
risk coverages. College graduate should 
have minimum several years experience. 
Home Office location with travel. Write 
Box 693. 
MORTGAGE BANKING 

Excellent opportunity for young man to 


work in commercial loan field in one of 
the largest, fastest growing mortgage bank- 





ing firms covering Washington, D. C., 
Maryland and Northern Virginia. Ap- 
plications will not be considered unless 


complete resumé is furnished giving fam- 
ily and educational background, previous 
experience, salary desired and_ recent 
photograph. Military obligation must have 
been fulfilled. Reply Box 691. 


STATEMENT REQUIRED BY THE ACT 
OF AUGUST 24, 1912, AS AMENDED BY 
THE ACTS OF MARCH 3, 1933, AND JULY 
2, 196 AND JUNE 11, 1960 (74 STAT. 208) 
SHOWING THE OWNERSHIP, MANAGE- 
MENT, AND CIRCULATION OF Tue Morr- 
Gace Banker, published monthly at Chicago, IIli- 
nois, for October, 1960 


The names and addresses of the publisher, 

y 2. managing editor, and business managers 

are: Publisher, Mortgage Bankers Association of 

America. lll W. eee St., Chicago 2, 

Ill.; Editor, George H. Knott; Managing Editor, 
None; and Business Manager, ‘None. 

e owner is: Mortgage Bankers Association 





of America, 111 W. Washington St., Chicago 2. 
Illinois. 
3. The known bondholders, mortgag and 


other security holders owning or holding 1 per 
cent or more of total amount of bonds, mort- 
gages, or other securities are: None. 

4. Paragraphs 2 and 3 include, in cases where 
the stockholder or security holder appears upon 
the books of the company as trustee or in any 
other fiduciary relation, the name of the person 
or corporation for whom such trustee is acting; 
also the statements in the two paragraphs show 
the affiant’s full knowledge and belief as to the 
circumstances and conditions under which stock- 
holders and security holders who do not appear 
upon the books of the company as trustees, hold 
stock and securities in a capacity other than that 
of a bona fide owner. 

5. The average number of copies of each issue 
of this publication sold or distributed, through 
the mails or otherwise, to paid subscribers during 
the 12 months preceding the date shown above 
was: 4464. 

Georce H. Knorr 
Editor 

Sworn to and subscribed before me this 14th 

day of September, 1960. 
Jean A. Biermann, Notary Public 
My commission expires July 2, 1961. 
SEAL 
(N.S. ) 


MINNESOTA TITLE means 


wo) oe 1 0) O-0 VAS CO 


J. C. Conne ty, Assistant Vice President and Assistant Counsel 


S PECIALIZATION has become a neces- 
sity as title matters grow more complex. 
To keep pace with these changing times, 
we have developed “experts” in all areas 
of title work—abstracting, searching, in- 
spections, closing and more. 
You benefit when these specialists serve 
you. They provide quick, accurate answers. 
You know each individual request receives 
personalized attention from people well OF MINNESOTA 
trained in a specific job. 400 Second Avenue South FEderal 8-8733 Minneapolis 1, Minnesota 
Capital, Surplus and Reserves in Excess of $5,000,000 


Put this specialized service to work for 
ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA 


you. Write Title Insurance Company of MINNESOTA MISSISSIPPI MISSOURI} MONTANA NEBRASKA 
; " ‘ i , . ar , : ~ ‘ NORTH CAROLINA NORTH DAKOTA OHIO SOUTH CAROLINA 

) s 4 

Minnesota or see y our neal by Minnesota SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN 


Title agent. WYOMING 





since 1861.. 
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clearing the track for mortgage transfers 


: Licensed in the following states: 
Mortgage transfers get the fastest route to profit- Alabama, Arkansas, California, Colorado, 
able completion when you have Kansas City Title Delaware, Florida, Georgia, Indiana, 
Insurance. No stalls, no delays, no inconvenience due Kansas, Louisiana, Maryland, Missis- 
to title tie-ups sippi, Missouri, Montana, Nebraska, 
vs. Nevada, N. Carolina, Ohio, S. Carolina, 


That’c eo : 7) " Tennessee, Texas, Utah, Virginia, Wis- 
That’s because with title insurance your cus consin, Wyoming, and the District of 


tomers get guaranteed security against title losses due Columbia. 
to prior title defects. 
' , Branch Offices: 

For more profitable mortgage transfers, call in a Baltimore, Maryland, 210 N. Calvert St. 
Kansas City Title Insurance agent. His friendly, cap- Little Rock, Arkansas, 214 Louisiana St. 
able service will save you time. ee S.W. Corner 3rd & 

Union 

Jackson, Miss., 201 Medical Bidg., 518 
E. Capitol St. 

Denver, Colo., 407 Columbine Bidg., 
1845 Sherman St. 

Greensboro, N. C., 317-18 Southeastern 


“ ° 4 Zp ildin 
hansas (ily fille i... ER 
Sfasiranee Company 


Capital, Surplus and Reserves Exceed $6,000,000.00 925 Walnut, Kansas City 6, Missouri 








